THE ESTABLISHED 1874 


ACCOUNTANT 


JULY 6th, 1972 


The Accounting World 
ICA Council Changes Contemplated^ 


New Exposure Draft on 
Extraordinary Items 


Accounting for VAT 
New Product Development 
Assets for Industry 
x Continuing Expansion of Sears Holdings 


Bulls and Bears — Investment Feature 


Ç C The recognized weekly journal 
| for the accountancy noon throughout the world - 


Registered as a Newspaper at the Post Office 


N 


y 








Isntthat something you shoul 






Schroders now have 
insurance-linked plans. 


tell your clients? 


Schroder Wagg are among 
the oldest-established merchant 
bankers in the country, with a 
well proven record of 1 investment | 
SUCCESS. 

And recently they formed | 
Schroder Assurance Limited, to 
provide equity bonds and savings 
plans linked to the Schroder 
Unit Trusts. 

They offer considerable advantages 
to your clients. Primarily, confident ` 
expectation of long-term investment 
performance. After all, Schroder 
Wagg's investment experts are already 
entrusted with nearly £800 million 
of funds. In particular, the Bond offers 
many features of interest to the 
sophisticated investor. 

The size, stability and reputation 
of Schroder Wagg are a vital —À 
guarantee that your client'ssavings , =- 
will have the maximum of security, = 
while taking full advantage of the 
growth offered by first class R 
equity investment. Lei 











For details of Schroder Equity | — 
Bonds and Schroder Equity Savings Plans, a and the EE 
agency terms available to professional advisers, contact 
Mr. Peter Cashen of Schroder Assurance Limited, - 

120 Cheapside, London EC2V 6DS; Telephone: 61-588 4000. o E T 
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The Accounting World . . 


HE impending Tenth International Congress of Ac- 
countants in Sydney, Australia, has thrown into topical 
relief — despite its December 1971 imprint — the final 
report of the International Working Party for co-ordination 
of the accountancy profession, which was generally 
released last week. The working party owed its inception to 
a resolution of heads of delegations attending the Ninth 
International Congress in Paris in 1967, that the accounting 
bodies with recent experience of organizing international 
congresses should set up such a working party with power 
to co-opt, with the aim of considering, in particular, the 
part played by the international congresses in the develop- 
ment of accounting thought and understanding. Within 
this context, the international working party (representing 
the profession in France,.the United Kingdom, Holland, 
America and Australia) was to examine the scope and 
frequency of future congresses and their objectives, and to 
give consideration to the views of other accounting bodies. 
The present report is the fruit of three meetings of the 
working party (to be known in future as the International 
Co-ordinating Committee for the Accountancy Profession, 
or ICCAP), with the assistance on the third occasion of co- 
opted representatives of the profession in India and 
Mexico. | 
Among its recommendations are that International 
Congresses should continue to be held at intervals of five 
years, with such primary objectives as to enable members 
of the profession to meet in an environment facilitating 
the exchange of ideas, and to reach broad conclusions on 
desirable common aims which might be pursued by 
member bodies; and that the desiderata for countries 
seeking to act as hosts to future congresses should include 
the existence of an established accountancy profession with 
adequate secretarial capacity, convenient transport links 
. with the rest of the world, interpretation facilities and a 
language ‘sufficiently international in itself”. 
In passing, this last requirement, 1f rigidly interpreted, 
would cast doubt on the eligibility of Holland, amongst 


the ICCAP participants, as a future congress venue — since, 
to quote from Appendix 1 to the report, “The language of 
the accountancy profession in the Netherlands 1s not used 
internationally. ... Although Dutch Registeraccountants 
usually have a knowledge of one or two languages other 
than their own, language differences are a barrier to the 
rendering of organized assistance in the development of the 
profession In regions where Dutch is not understood.’ 

Additionally to the cordial relations and co-operation 
already achieved through international congresses, the 
profession is also linked by a number of regional groupings 
— in particular, the Inter-American Accounting Conference 
(IAAC), the Union Européenne des Experts Comptables, 
Economiques et Financiers (UEC) and the Conference of 
Asian and Pacific Accountants (CAPA). ICCAP has given 
its blessing to the establishment and development of 
regional associations upon these models, and commends 
the practice, already widely followed, of inviting | 
representatives of other bodies to attend meetings and 
conventions. It looks forward to the time when regional 
associations may be drawn together in some form of con- 
federation, but advises against any attempt to formulate a 
time-table for such a development, which, it is argued, 
‘could take place as soon as the conditions were right’. 

As a basis for continuing future international co-opera- 
tion, ICCAP recommends participating bodies to make . 
available to others, on request; a list of their office-holders, 
copies of the annual report and examination papers with.: 
model answers, and facilities to reproduce and translate 
technical literature, subject to suitable acknowledgement, 
on a non-profit-making basis. 

The report also includes some details of the i impressive 
contribution already made by accountants in the more 
advanced countries towards development of the profession 
elsewhere. These include the extension to students from 


South-east Asia of the examinations of the Australian 


Society of Accountants, followed by the establishtent of - 
autonomous bodies of accountants in Singapore and 
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Malaysia; development of the Pakistan Institute of In- 
dustrial Accountants and the Society of Financial 
Controllers of Brazil, in each case with assistance from 
Canada; and the assistance given by the United Kingdom 
through the medium of the Overseas Accountancy Examin- 
ations Advisory Board. | 
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One of ICCAP s continuing functions wil be the 


‘selection of host countries for future international con- 
 gresses, having regard to facilities available, financial 


considerations and: other. relevant factors. The announce- 
ment at Sydney of tbe venue for the 1977 International 
Congress will no doubt be awaited with interest. 


Council Changes Contemplated - 


ROCEDURES for the election of members to ihe 
Council of The Institute of Chartered Accountants in 
England and Wales, whilst they have undoubtedly secured 
the participation of some very distinguished and able 
gentlemen, have appeared from time to time to function 
with something less than complete and perfect democracy. 


More particularly, and despite the contentious power of. 


‘direction’ at present contained in clause 16 of the In- 
stitute’s Supplemental Charter of 1948, the element of 
‘control by the membership has existed more in theory 
than in fact. It has been a rarity for many years for a 
Council member to retire (other than as a formal prelude 
to re- -election) at an annual meeting, and the great majority 
of vacancies have been filled at intermediate dates by co- 
option, thus presenting the next annual meeting with 
something of a fait accompli. 

"This was one feature to which the Institute’s Special 
Committee on Future Policy devoted close attention, 
‘believing that it was to some extent to blame for the 
undoubted apathy which a substantial proportion of the 


- Institute's 50,000 members display in the administration : 


of its affairs. Following the committee’s report (The 
Accountant, February 24th), the Council last week. re- 


leased the ouiline of its proposals (reproduced elsewhere in 


this issue) for the future election of Council members in 
district society 'constituencies' 

Subject to transitional provisions, Council. members are 
to serve initially for a six-year term (with eligibility for 
re-election until reaching the age of 70) and, if the present 
practice of one-third of the Council retiring annually is 
continued, this will present the average district 'con- 
stituency’ with the need for an election in alternate years. 

Every member of the Institute, whether or not currently 
registered as a member of a district society, will be eligible 
to nominate candidates, and to vote, in the district ap- 
propriate to his registered address. Overseas members, 
including those resident in Scotland and Ireland, may 
.register themselves for electoral purposes in any district 
- of their own choice. The way is potentially clear for those 
members who bave hitherto bewailed their inability to 
make any impression on Council or Institute policies to 
shrug off their apathy and to take firm hold of the op-. 
portunities promised by this new venture. 


To fe sure, there are likely to be some problems, not 


by any means confined to the fears voiced I by 


Mr E. K. Wright, M.A., F.C A., (The Accountant, May 25th), 


of the emergence of ‘support cells’ and demagogues. The 


wide disparity in size alone between the largest and the 
smallest district societies, for example: if a small society 
with a few hundred members may return one of the 
Council's 60 members, the larger provincial districts are 
likely to be confronted with a list of seven or eight can- 
didates, and London with 20 or more. The latitude given 
to overseas members 1s also open to manipulation, and 
it would be possible for a group of such members, by 
registering em masse in one of the. smallest districts, to 
exercise a significant influence — possibly. even swamping 
the indigenous membership — over nominations and voting. 

` Any ten members in a district may nominate a candidate; 
not an onerous requirement, it would seem, by comparison 
with-the roo names at present needed to convene a special 


meeting, and not in itself a sufficient safeguard against 


potentially frivolous or otherwise undesirable candidatures. 
The Council is undoubtedly right in its decision not 
to permit unrestricted canvassing for election — though 
how to deal with the flamboyant candidate who Chances to 
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catch the eye of some sensational publication in the 
immediate pre-election period is a difficulty yet to be faced. 

The price of freedom or of liberty, we have often enough 
been reminded, is eternal vigilance; and whilst it is not yet 
possible to forecast the effect of the new proposals upon 
the membership and composition of the Council, it can at 
least be asserted with emphasis that they place upon the 
membership a heavier burden than some have hitherto 
shown themselves prepared to bear. The present arrange- 
ments, whilst undeniably open to criticism, have functioned 
at least adequately over a long period; apathy and inanition, 
unless checked, could rapidly prevent the new measures 
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The Council intends also to seek enabling powers, under 
the bye-laws, to make regulations for the conduct of certain 
aspects of Institute affairs — for example, to vary sub- 
scription levels within overriding limits, or to vary 
education and training requirements within. the general 
framework of policy. As with other chartered bodies, the 
machinery for bye-law changes is ponderous and costly in 
terms of both money and time; the cost of convening. a 
special meeting ‘to change a comma’ ‘has recently been 
authoritatively quoted at £6,000. 

The requisite amendments to the Royal Charter and 
bye-laws of the Institute will be put to a special meeting of 


from accomplishing anything better. 


members next September. 





Prior Year Not Extraordinary 


TEMS which are not ‘extraordinary’ 

within the definition proposed by the 
Accounting Standards Steering Com- 
mittee — that is, material items arising 
from events outside the ordinary 
activities of the business, and which 
are not expected to recur frequently 
or regularly — do not become so by the 
effluxion of time. Recognizing this 
illogicality, the ASSC has this week 
reissued as ED7 “Accounting for 
extraordinary items’ that part of the 
former ED5 (The Accountant, August 
26th, 1971) not relating to prior year 
items. 

The text of ED7 is reproduced on 
other pages of this issue, and the 
immediate reaction of some readers 1s 
likely to be whether a new exposure 
draft (and, incidentally, deferment 
of the proposed effective date by a 
year) was necessary, or whether the 
change might not equally well have 
been tacitly made in the transition 

from exposure draft to accounting 
standard. 

The alternative — and, it may be 
thought, the better view — is that the 
requirement (in paragraph 6 of ED7) 
to deal with prior year items in the 
profit and loss account according to 
their nature effectualy limits the 
scope for manoeuvre, and that the 
change was thought sufficiently funda- 
mental to justify a fresh approach. 
The wording of Sir Ronald Leach's 
foreword to tlie revised draft, more- 


over, is guarded, and may suggest as 


. much a change of heart on the part of 


the ASSC itself as a prevailing weight 
of argument from other sources. 

'The lapse of a year in the effective 
date for the proposed new procedure is 
not in itself a significant objection; 
recent experience suggests that ex- 
posure drafts exercise a discernible 
persuasive effect on many companies’ 
accounts in advance of their imple- 
mentation as accounting standards. 
Further, attacks on the whole concept 
of mandatory accounting standards, as 
'dictation by the ASSC In an area 
where legislation is silent, have not 
yet ceased and are best disarmed by 
allowing the maximum opportunity 
for the expression and harmonization 
of all interested views. 

Reissue, in the present circum- 
stances, of part of the former EDs as 
ED has inevitably aroused speculation 
as to the future of the controversial 
ED4 “Accounting for Acquisitions 
and Mergers’ (The Accountant, 
February 4th and April 8th, 1971), 
about which little has been heard since 
completion of the exposure period 
last year. The lapse of time alone seems 
to preclude the issue of an accounting 
standard on this thorny topic without 


further ado; to allow the subject to 


lapse entirely would leave a significant 
area of accounting practice without 
guide lines, and could be interpreted 
as an admission that the original issue 


-prospective tax liability on 
- their headquarters. Liability in the 


was mistaken. Recalling that a prin- 
cipal objection to ED3' was the 
allegedly doubtful legality of its pro- 
posed treatment of share premiums, a 
long-term solution may lie in legisla- . 
tive amendments of the kind for which ` 
the profession has been pressing for 
20 years. 

Like its predecessors, the new ED7 
Is issued for comment only, and does 
not necessarily reflect the views of the 
Councils of the accountancy bodies 
represented on the ASSC. S 


Tax Relief for | 
Professional Bodies: 


ZA amendment to this year's Finance 
Bill, sponsored by the Pharma- 


‘ceutical Society of Great Britain, 


extends to professional and non-profit- 
making societies the ‘roll-over’ relief 
from capital gains tax at present 
available to trading companies who 
sell their SE and remove else- 
where. - | 

The Phassaceuties] Society, at the 
request of the Department of the 
Environment, had agreed to sell its 
present headquarters in Bloomsbury 
Square to facilitate the Government's 
plans for extending the British Museum 
library. It was then discovered that, 
whereas trading companies could 
claim 'roll-over' relief in such cir- 
cumstances, and charitable undertak- | 
ings were exempt from capital gains 
tax on sales of their property, pro- 
fessional societies faced a 'swingeing' 
oving 


æ 


 at-law, on the 
policy. 
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Pharmaceutical Society’s case could 
have been up to {200,000 and — in the 
event of, say, the British Medical 
Association leaving Tavistock Square 
— the notional tax liability might well 
be of the order of £1 million. 

About 300 professional societies in 
Great Britain are potentially affected 
by the amendment, which relieves an 
anomaly in the 1965 legislation — in- 
cluding the Law Society and The 
Institute of Chartered Accountants in 
England and Wales. 


Birmingham University 
Appointments 


ANAGEMENT courses pre- 
viously offered by the Birming- 
ham Graduate Centre for Management 
Studies will be concentrated as from 
September next at the Universities of 
Aston and Birmingham. 
Among sevéral new appointments 
announced as a result of this re- 
organization, Professor T. M. Samuels, 


B.COM., F.C.C.A., has been elected to ` 


the Chair of Business Policy in the 
Department of Accounting at Dir- 
mingham ` University.. ` Professor 
Samuels is a former P. D. Leake 
Research Fellow, and has been 


. Professor of Business Policy at the 


Birmingham Graduate Centre since 
1969. 

Another new appointment recentis 
announced by Birmingham University, 
isthatof Dr R. E.V. Groves, A.C.A., who 
becomes a lecturer in the Department 
of Accounting. | 


| Certified Accountants’ 


Summer School 
AXATION in the Seventies’ is 


the keynote of the summer school 
of The Association of Certified Ac- 
countants being held this week-end 


at St John’s College, Cambridge. 


- The school opens this (Thursday) 
evening by the Association's President, 


'. Mr A. W. Nelson, F.C.C.A., F.T.LI., 


followed by an introductory address 
by Mrs Hilda Wilson, B.A., Barrister- 
Government's fiscal 


A timely address on ‘Value added 
tax’ is being given on Friday by 
Mr G. E. Whitman, F.C.C.A., A.M.B.I.M., 
chairngfn of the Association's Taxa- 
tion Committee. Other papers to be 
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given will be on ‘Personal taxation’, 
by Mr K. R. Tingley, F.c.c.a,, 
taxation consultant, Taxation Pub- 
lishing Co, 
Mr C. Matterman, A.C.A., F.C.C.A., 
A.T.LI., group accountant and secre- 
tary, City Acre Property Investment 
Trust, and “The work of the Inter- 
national Fiscal Association, by its 
Vice-President, Mr Alun G. Davies, 
B.A., Barrister-at-law, who is also 
President of the British Branch of the 
Association. 

A guest night dinner will be held 
on Saturday, and the closing address 
will be given by the President on 
Sunday morning. 


A full report on the School's ` 


proceedings will appear in next week’s 
issue. 


Scottish President on 
Company Receiverships 


COTTISH insolvency procedures, 

it has been pointed out before, 
differ in several significant respects 
from those available under the law of 
England. One important omission, 
highlighted this week in a statement by 
Mr A. I. Mackenzie, c.a., President 
of The Institute of Chartered Ac- 
countants of Scotland, is that holders 
of a floating charge over the property 
of a Scottish company. are unable to 
protect their interest by the appoint- 
ment, in appropriate cases, of a 
receiver. Scottish companies have 
been able to create floating charges 
over their assets since 1961, but this 
gap in the law has undoubtedly 
militated against full use being made 
of the facility. 

The appointment of a receiver, or 
receiver and manager, in Scotland will 
become possible once the Companies 
(Floating Charges and Receivers) 
(Scotland) Bill, now before Parliament, 
is passed into law. This power, Mr 
Mackenzie said, was one which fol- 
lowed logically from the introduction 
of floating charges; he thought it 
‘essential’, in the interests of develop- 
ing the Scottish economy, that the 
Bill should be passed. 

Mr Mackenzie contrasted the func- 
tions of a receiver and a liquidator. 
Liquidation, he said, had a ‘horribly 
final sound’, and.no creditor liked 
taking such a step. The power. to 
appoint a receiver enabled the security- 
holder to realize his security without. 


‘Corporation tax’, by. 


E 
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liquidation, and afforded, in his view, a 
better opportunity of reviving the 
business as a going concern. 

Thus, for instance, in the case of 
Upper Clyde Shipbuilders, if a re- 
ceiver could have been appointed at an 
earlier stage, “much the same solution’ 
could have been reached, he claimed, 
with less expenditure of public money 
and less serious effects for creditors 
and employees. The Fairfield Ship. 
building Co, on the other hand, 
had been an English company; and 
though liquidation ultimately super- 
vened in this case also, it occurred 
only after the receiver had succeeded 
in selling the yard as a going concern. 

The proposed Bill, if it becomes law, 
will provide opportunities for the bet- 
ter handling of companies which had 
got into difficulty. Mr Mackenzie ` 
looked forward to chartered account- 
ants playing a major part in this field, 
as they had done in England; their 
wide experience in industry and com- 
merce, he claimed, should stand them 
in good stead in this new development. 


Business Combinations 
and Goodwill 


ITTLE has been heard recently of 

the fate of ED3, last year’s contro- 
versial exposure draft of the Account- 
ing Standards Steering Committee on 
Accounting for Acquisitions and Mer- 
gers' (The Accountant, Fébruary 4th, 
1971). It is unlikely that so significant 
and far-reaching a topic will have been 
abandoned; In fact, recent information 


suggests that the draft is being ex- 


tensively reconsidered in the light of 
representations received from many 
quarters, though an early re-publica- 
tion date is not to be expected. 
Criticism of ED3, it will be remem- 
bered, centred largely on two points — 
the allegedly dubious legality of its 


recommended application of the share 


premium account, and the lack of 
reasoned argument to support the view 
that this or that size test could be 
regarded in all circumstances as de-: 
finitive. Against this background, the 
Institute of Chartered Accountants of 
Scotland has recently published a 


.study paper, Accounting for Business 


Combinations and Goodwill, by one of 
its members, Mr A. T. McLean, 


_M.B.A., C.A., now lecturer in account- 


ancy 'and finance: at Heriot- Watt 
University, Edinburgh. 
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Mr McLean provides some con- 
vincing examples of the effect of the 
alternative bases of ‘pooling’ and 
‘purchase’ on figures of reserves, 
earnings per share, and return on 
capital; but after reviewing a number 
of American experiences, his first 
conclusion is that ‘much has been 
written, a lot has been spoken, recom- 
mendations have been numerous and 
little has been agreed’. His tentative 
explanation for such a state of affairs 
is that it arises from attempting to solve 
tne problem of isolation, ‘without 
establishing a general framework of 
accounting within which a solution 
can be arrived at which correlates with 
the measurement and disclosure of 
assets, liabilities, income and expense’. 

The study favours the use of ‘pool- 
ing of interests’ accounting in the 
circumstances envisaged by the ASSC, 
and recommends that where this basis 
is used, it must be made clear in the 
notes to the accounts, Other specific 
recommendations are that premiums 
arising on an acquisition should be 
written off, so far as possible, against 
the share premium account (this, it 1s 
recognized, would require amending 
legislation) and that any element of 
“negative goodwill', or excess of net 
assets over purchase price, should be 
treated as an undistributable reserve. 


Estate Duty Concession 


HERE two or more persons are 

contingently interested in an 
estate, the death of one before the 
others have become absolutely entitled 
may give rise to estate duty anomalies 
and extensive administrative com- 
plications. With the view of alleviating 
such burdens in small cases, the Board 
of Inland Revenue has announced the 
following extra-statutory concession: 


"Where a testator has bequeathed a 
pecuniary legacy which is payable to 
the legatee at an age not exceeding 25 
years, and pending payment of the 
legacy a residuary legatee is entitled 
to income from property held to pro- 
vide the legacy, such property (up to 
the amount of the pecuniary legacy) 
will be disregarded for the purposes of 
any liability to duty under section 
2 (1) (b) (1), Finance Act 1894 as 
substituted by section 36 (2), Finance 
Act 1969, on the death of the residuary 
legatee or a successor to his interest. 

"This concession does not apply to a 
legacy or legacies which amount to 
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more than £2,000 in the case of any 

one pecuniary legatee'. 

Depending on the number of pe- 
cuniary legatees involved, a single 
death — but for the existence of this 
extra-statütory concession — might 
necessitate reopening 40 or more 
separate cases. It will also be possible, 
in future cases to which the concession 
applies, for executors or trustees to 
satisfy the pecuniary legacy without 
requiring an indemnity against the 
-contingency of the residuary legatee 
dying within the next seven years. 


Mew Exchange Controls 


HE 'Treasury announced on June . 


23rd the introduction of exchange 
control between the United Kingdom 
(including the Isle of Man and the 
Channel Islands) and the countries 
of the remainder of the scheduled 
territories, formerly known as the 
sterling area. Exchange control does 
not apply to the Republic of Ireland 
"which has taken parallel measures 
and which, together with the United 
Kingdom, Isle of Man and Channel 
Islands now comprise all that is left 
of the Scheduled Territories. 

Little distinction is now made 
between the former sterling area and 
other countries such as the United 
States and Canada, all of which are 
now included in the designation 
‘External Account area’. However, 


the former Scheduled Territories do. 


enjoy certain continuing privileges. 
The most important is that it is not 
necessary to surrender 25 per cent 
of the premium on realization of 
investments in those territories, al- 
though it will be necessary to buy 
at the premium rate in order to effect 
an investment. Again, future emi- 
grants may take up to {20,000 per 
family unit together with any foreign 
currency securities they may hold, a 


facility which compares with the limit ` 


for other countries of {£5,000 (aug- 
mented for emigrants to the European 
Economic Community area). 

One of the immediate consequences 
of the new controls is that United 
Kingdom residents are required to 
offer to authorized banks balances 
which they may hold in currencies of 
the former sterling area; but temporary 
.permission has been given to hold 
those balances pending any intended 
application to continue the holdings 





(to be made by the end of September 
1972). Registrars, company secretaries 
and paying agents in the United 
Kingdom wil need to familiarize 
themselves with the terms of the 
notice relating to interest, dividends 
and capital payments on securities, 
as well as the more general matters 
considered in The Accountant of July 


roth, 1969. 


Canadian Tax Accounting 


SIGNIFICANT and almost over- 
looked aspect of Canada's recent 
tax reform programme is the question 
of its accounting implications, particu- ` 
larly in connection with financial state- 
ment presentation and disclosure. 
This is the subject of a new research 
study published by the Accounting 
and Auditing Research Committee of 
the Canadian Institute of Chartered 
Accountants. The study by W. L. C. 
Wallace, a partner in Deloitte, Haskins 
& Sells, suggests that shareholders 
should be told in the notes to the 
financial statement about the amount 
of 'capital loss' carry overs, the amount 
of unapplied 'earned depletion' of 
corporations in the mining and 
petroleum industries and ‘foreign tax 
carry overs’ — all of which have the 
potential of reducing. future taxes. 
Disclosure is also suggested of in- 
formation related to specjal surplus 
categories and the tax values of assets ; 
as the author points out, such dis- 
closure may or may not affect the 
market price of the stock. 
"The study also deals, with the 
complications of tax allocation. It 
recommends that corporations cal- 
culate income taxes shown on their 
income statement on the basis of 


NUMOUR 


by Smethurst 


THERE'S SOMETHING ABOUT 
THIS CASE , WATSON , 
THAT DOESN'T ADD UP. 


6 


-‘accounting’ and not ‘taxable’ income. 

Because many corporations choose 
to keep their ‘taxable’ income as low 
as possible and thus reduce the amount 
of taxes they currently pay to the 
government, there are a number of 
- problems in accounting for the differ- 
ence between the corporate income 
taxes shown on the financial statements 
and those actually paid — for example, 
` differences between accounting charges 
for depreciation on fixed assets and 
capital cost allowances taken for tax 
purposes on the same assets. 

The new tax reform also introduces 
the concept of a Canadian controlled 
company being entitled to a 'small 
business deduction’ in respect of 
taxes otherwise payable on its income 
from an active business being carried 
on in Canada. Here the study urges 


, Í 
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that corporations tell their share- 
holders about the continued avail- 
ability of the ‘small business deduction’ 
— in effect, a tax rate deduction offered 
to Canadian-controlled private cor- 
porations. Mr Wallace feels that 
shareholders should be told about the 
amount of the special tax that a 
corporation which has benefited from 
the 'small business deduction' might 
have to pay if it becomes controlled 
by a non-resident. 


Mixed Welcome for 

New Zealand Budget 
EACTION to the ‘expansionist’ 
Budget presented to the New 

Zealand Parliament on June 22nd 

by the Finance Minister, Mr Robert 

Muldoon, F.C.A.(N.Z.), F.C.M.A., has 


Airline Pilot ‘Resident’ 


NITED KINGDOM citizens who 

exploit their earning capacity 
abroad may hope to escape UK tax 
on the emoluments consumed abroad 
and, more importantly, saved abroad — 
often in the Channel Islands or Isle 
of Man with the active encouragement 
of the Exchange Control authorities, 
and an extra-statutory concession 
which they have persuaded the Inland 
Revenue to operate. 

The sine qua non of these arrange- 
ments is that the employee should 
bring himself within the technical 
description “not ordinarily resident' or, 
even better, that he should perform 
the duties of the office or employment 
wholly outside the UK 1n the year of 
assessment. By so doing, he can 
expect to limit' the area of charge 
either to emoluments for duties per- 
formed in the UK (Case II of Schedule 
E applies to those “not ordinarily 
resident") or to remittances of earnings 
(Case III). 

The reasonable and  reforming 
. character of the relevant legislation 
inttoduced in 1956 and now found 
mainly in sections 181 and 184 of the 
Taxes Act 1970 goes one step further 
in limiting fiscal claims on those who 
‘personally ‘export’ their services 
abroag ^ Where the employment is in 
substance one of the duties of which 


fall to be performed abroad, the law 
states that there shall be treated as so 
performed any duties performed in 
the United Kingdom the performance 
of which is ‘merely incidental to’ 
the performance of the duties abroad. 
- In Robson v. Dixon, a pilot employed 
by KLM Airlines and based at Amster- 


. dam made 38 take-offs and landings 
in the UK out of 811 all told in the 


years under inquiry. Sir John 


 Pennycuick, Vice-Chancellor, said that 
‘incidental’ was apt to denote an ` 


activity which did not serve an 
independent purpose but which was 
carried out in order to further ‘some 
other purpose. Flights involving UK 
landings failed to qualify as ‘in- 
cidental’ to other comparable activities. 

In consequence, the pilot could not 
be said to perform his duties wholly 
abroad for the purposes of the 
exemption accorded by what is now 
section 50 to cases where an individual 
working full-time abroad is treated as 
‘not ordinarily resident’, despite the 
availability of a place of abode in the 
UK. The pilot in this case had his 
family housed near London. The 
existence of such a facility was 
formerly decisive of residence status 
and the 1956 reform now stands im- 
perilled for employees having any 
duties whatever to perform in the UK. 
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been mixed. Though described by the 
Minister as a Budget to stimulate and 
inject confidence into the economy, 
it was attacked by the parliamentary 
opposition as an election bribe. 

The secretary of the New Zealand 
Federation. of Labour also described 
the Budget as ‘an election gimmick’, 


and the President of the Farmers’ 


Federation hoped that it would not 
lead to further inflationary burdens 
on the farming community. On the 
other hand, the New Zealand As- 
sociated Chambers of Commerce have 
praised it as ‘a courageous Budget 
giving the necessary stimulus to 
economic activity”. 

The Budget proposals include a 
IO per cent rebate of personal income 
tax, leaving a further $110 million 
per annum with taxpayers; increased 
rates and coverage for investment 
allowances; family and welfare bene- 
fits improved; new incentives to 
encourage community support for 
charitable activities ; and cheque facili- 
ties for depositors in the ‘Trustee 
Savings Bank and Post Office EES 
Bank. 


Survey of Computer 
Economics 


ANY computer users have be- 

come concerned about the lack 
of reliable data against which to 
compare the costs and achievements 
of their own computer operations 
with those of other firms. There has 
also been considerable comment in 
the last 18 months about the dis- 
appointment some companies have 
felt when the achievements and costs 
of computers have failed to measure 
up to specification. 

A survey, intended to provide 
information about how data processing 
installations are managed, staffed and 
equipped, is being undertaken by 


'. Peat, Marwick, Mitchell & Co (Man- 


agement Consultants). Mr Donald 
Moore, the partner in charge of Peat's 
data processing consultancy group, is 
very concerned with much of the 
criticism that bas been levelled against 
computer personnel and their equip- 
ment. Although he accepts that much 
of this criticism is justified, in his 
view management are not taking 
adequate corrective action. 

A questionnaire is being sent to 
some 200 or more of the - leading 
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industrial and commercial firms in the 
country and the results obtained will 
form the basis of a report to be 
produced later this year. 
- The aims of the survey are to 
provide senior management who are 
charged with responsibility for data 
processing, with the means to assess 
the status of their data processing 
functions, and to compare it with 
those of other organizations; and to 
derive from the results of the survey 
a series of ratios, against which 
management. can assess the cost 
effectiveness and efficiency of their 
data processing effort. 

The survey will also gather informa- 
tion on the general subject of how data 
processing installations are managed, 
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staffed and equipped, taking account 
of the differing sizes of installations 
and the trends of development; and 
will seek to indicate trends in the 
management, technology and staffing 
of data processing installations and the 
associated tosts. 


British Computer Aid 


OVERNMENT assistance to In- - 


ternational Computers Limited, 
the only major British-owned com- 
puter manufacturer, is to support its 
research and development programme 
and to help launch a new range of 


computers. A figure of {14-2 million 


was mentioned earlier this week, 
repayable in due course either as a 


7 


royalty on sales or as a levy on profits. 
In common with other computer 


companies, ICL has suffered from a. 


sharp down-turn in orders over the 
past two years. This adverse trend, it 
is claimed, has now been reversed, 
and the company's order book 1s some 


` 30 per cent higher than at this time 


last year. 

ICL's half-yearly figures were dis- 
appointing; profits before tax fell to 
Ár4 million, compared with £4:5 
million for the same period last year; 
and the company is not paying an 
interim dividend. The decline 1s attri- 
buted to a further provision of {3-16 
million for obsolescence and re- 
purchases of equipment, and other 
'exceptional items' of £2-8 million. 





THIS IS MY LIFE 


As It Was In The 
Beginning 


by An Industrious Accountant 


IN OW that my daughter is doing Arts at the university, 
my own education has been improved correspondingly. 
I've heard, admittedly without much interest, references to 
Bede and Beowulf, Balzac and Baudelaire, but I sat up 
quick: when she mentioned Chaucer's reference to an 
auditor. A professional ancestor back in 1386 was worth 
investigation. 

The Canterbury pilgrims were a fascinating group, each 
character described in detail from the perfect gentle knight 
to the well-wedded wife of Bath, from the greedy friar to 
the charitable parson. Casual dishonesty, however, was a 
fact of life to many of them, and accountants today will 
recognize the tricks of the trades. 

The Dartmouth sailor pilfered the cargo ('full many a 
‘draughte of wine had he drawn from Bordeaux — ward, 
while that the chapman slept); the doctor had a back- 
scratching working arrangement with the chemist ('full 
ready had he his apothecaries to send him drugges and 
medicines, for each of them made the other to win"); the 


merchant dealt illegally in French crowns (‘well could he in 


exchange scheeldes sell’) and practised usury; the miller 
overcharged, stole and gave short weight (‘well could he 
steal corn and charge three times’). | 

Next came the corrupt friar (“he was an easy man to give 
penance when as he knew he’d have a good pittance’). The 
pardoner was the glib confidence trickster of the time, with 
his piece of St Peter’s original sail and his pig’s bones: 


‘But with these relics when that he found 
a poor person dwelling on the land 
Within a day he got him more money 
Than that the person got in months two.’ 


At length I found the financial expert, the reeve, the 
farm steward or estate manager, a slender, close-shaven, 


choleric Norfolk man who knew his business inside out . ` 


(‘well could he keep a granary and a bin; there was no 
auditor could on him win’). He was able to assess in advance 
the likely yields of grain; he had personally controlled the 
estate’s stock, sheep, cattle, and horses, since his lord was 
twenty years old, and he produced his accounts punctually 
at the agreed times (‘and by his covenant gave the reckon- 
ing ... there could no man find him in arrears’). 

‘At this stage the reeve seemed a creditably sound 
forerunner of a rural accountant, but Chaucer liked to time 
his punch-lines; he had a knack of giving his pilgrims 


accurate, and apparently favourable, build-ups and then 


debunking them in revealing couplets. The reactions of 
the Reeve's underlings rang a warning note: 
“There was no bailiff, herd or other hind, 
But that he knew his sleighte and his cunning; 
They were afraid of him as of the death.’ 
In other words, they feared him because he knew their 
knavery, hence they’d fear to tell of his. No wonder the 


, poor auditor was baffled. Besides, the lord must have been 


a fool, for the reeve was so manipulating the accounts 
as to lend his needy master the dupe’s own money: 


“He could better than his lord purchase. ` 
Full rich he was astored prively. 

His lord well he could please subtilly, 

To give and lend him of his own goods, 

And have a thank, and also a-coat and hood.’ 


In extenuation of the auditor’s failure, I’ve always , 


heard it’s impossible to check a farmer’s accounts; the 
number of pigs in the farrow or the prices paid at the 
market are unvouchable past history. Nevertheless, we have 
big estates nowadays; who audits them? Is there a . grey 
area of uncheckability? 
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Accounting for Extraordinary Items 


*. 


Accounting for extraordinary items through reserves or retained profits instead 
of through the profit and loss account can lead to anomalies in the reported 
annual results of a business and to disparities in the reported results of similar 
businesses. This Statement requires all extraordinary items to be accounted for 
through the profit and loss account of the year and not through reserves. It does 
not deal with the timing and methods of computing such items but only with 
the manner in which they should be reported in the accounts. 


` Comments from organizations and individuals should be sent to the Technical 
Director, The Institute of Chartered Accountants in England and Wales by 


November 24th, quoting reference ED 7. 


Contributions by readers to open discussion of the subject in correspondence 
. or feature columns of The Accountant are also invited. 


Foreword by Sir Ronald Leach 


CCOUNTING for extraordinary items’ is the seventh 

exposure draft issued by the Accounting Standards 
Steering Committee: it is, however, the first exposure draft to 
be reissued for consideration, having been originally published 
as 'extraordinary items and prior year adjustments' (ED 5). 
[The Accountant, August 26th, 1971.] 


During the course of considering the comments received on. 


this earlier exposure draft, the Steering Committee came to the 
conclusion that certain fundamental changes were necessary 
to make the paper more consistent and acceptable. The principal 
change from the earlier exposure draft is the elimination of the 
proposals relating to the treatment of prior year adjustments 
which are now left to be dealt with in the profit and loss account 
either as extraordinary items or not, according to their nature. 

Because the subject is being exposed for further discussion, 
the new exposure draft does not necessarily reflect all the changes 
that will arise from comments already received. All such com- 
ments will be reconsidered when the paper is finally examined 
before an accounting standard is published. Accordingly 
persons who have already commented on matters which are 
substantially unaltered in this draft need not, unless they par- 
ticularly wish, repeat those comments. 


. Part 1 


Explanatory note 


r. This statement is concerned primarily with “extraordinary? 
items. ‘Extraordinary’ items derive from events outside the 
ordinary activities of the business; they do not include items of 
abnormal size and incidence which derive: from the ordinary 
activities of the business. They are defined in paragraph 7 below. 


2. There are currently two different points of view on the 
* treatment of extraordinary items. One view is that, so as to 
avoid distortion, the profit and loss account should report only 
the normal recurring operations of the business during the 
period. Jt should therefore exclude extraordinary items which 
should be taken direct to reserves or: adjusted against the open- 
ing balance of retained profits. 


3. The other view, on which this statement is based, is that the 
profit and loss account should include in the year for which they 
are recognized all extraordinary items. The main reasons for 
accepting this view are that: 


(a) inclusion and full disclosure of extraordinary items will 
enable the profit and loss account to give users of financial 
statements the greatest practicable assistance in judging a 
company’s profitability and progress; 


(b) exclusion, being a matter of subjective judgement, could 
lead to variations and a loss of comparability between the 


disclosed results of companies; j 


(c) exclusion of extraordinary items could result in their being 
overlooked in any consideration of results for several 
periods; and 


(d) over the life of a business, the profit it bas earned (including 
extraordinary items) should be the sum of its annually 
reported profits. 


4. The classification of items as extraordinary will depend on 
the particular circumstances; what is extraordinary in one 
business will not necessarily be extraordinary in another. 
Subject to this, examples of extraordinary items could be the 
profits or losses arising from the following: 


(a) the discontinuance of a significant part of a business; 


(b) the sale of an investment not acquired with the intention of 
resale; 


(c) writing off intangibles because of unusual events or de- 
velopments during the period; 


(d) the expropriation of assets; and 
(e) a major realignment in currency values. 


In order to present fairly the results from the ordinary 
activities of the business, such extraordinary items require to be 
disclosed in the profit and loss account after the ordinary results 
have been ascertained. 


5. Items which, though abnormal in size and incidence, are 
not extraordinary items (as defined in paragraph 7) because they 


- 


THE 
July 6th, 1972 


derive from the ordinary activities of the business, would 
include: 


(a) abnormal charges for bad debts and write-offs of stocks and 
work in progress and research and development expenditure; 


(b) abnormal provisions for losses on long-term contracts; 


(c) abnormal profits or losses from fluctuations in foreign 
exchange other than those arising from major realignments 
in currency values; and 


(d) most adjustments of prior year taxation provisions. 


These items, because they derive from the ordinary activities, 
should be reflected in the ascertainment of profit before extra- 
ordinary items even though, because of their unusual size and 
incidence, they may require disclosure if a true and fair view is to 
be given. 


6. Prior year items. De, adjustments of items relating to 
previous accounting periods which could not have been quanti- 
fied or reasonably foreseen at the time in question) are not 
extraordinary items merely because they relate to a prior year. 


Their nature will determine whether they are extraordinary - 


or not and they will be dealt with accordingly in the profit and 
loss account. The majority of items relating to prior years arise 
from the corrections and adjustments which are the natural 
result of estimates inherent in accounting and therefore are not 
extraordinary. 


Part 2 

Definition 

7. Extraordinary items, for the purpose of this statement, are 
those material items which derive from events or transactions 
outside the ordinary activities of the business and which are not 
expected to recur frequently or regularly. They do not include 
items which, though exceptional on account of size and in- 
cidence (and which may therefore require separate disclosure), 
derive from the ordinary activities of the business. Neither do 
they include prior year items merely because they relate to a 
prior year. 


Part 3 
Proposed standard accounting practice 


8. Profit after extraordinary items. The profit and loss 
account should show a net profit or loss after extraordinary 
items reflecting all profits and losses recognized in the accounts 
of the year other than unrealized surpluses on the revaluation of 
fixed assets which should be credited to reserves. 


g. Extraordinary items. As defined in Part 2, extraordinary 
items (less attributable taxation) should be shown separately 
in the profit and loss account after the results derived from 
ordinary activities and their nature and size disclosed. 


ro. Items of an abnormal size and incidence which are 
derived from the ordinary activities of the business should be 
included in the profit for the year before taxation and their 
nature and size clearly disclosed. 


11. Profit and loss account presentation. As a result of the 
foregoing, the profit and loss account for the year should 
disclose at least the following elements: 


Profit before extraordinary items; 
Extraordinary items (less taxation attributable thereto); 
Profit after extraordinary items. 


An example of a statement of consolidated profit and loss for 
the year and retained profits/reserves is set out in an appendix. 
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12. Date from which effective. The accounting practices 
set out in this statement should be adopted as soon as possible 
and regarded as standard in respect of financial statements 
relating to accounting periods beginning on or after January 


ISt, 1973. 


Part 4 
Note on legal requirements 


13. The application of the foregoing standard accounting prac- 
tice will provide the disclosure required by paragraph 14 (6) (a) 
of Schedule 2 to the Companies Act 1967 which requires the 

following to be stated by way of note if not otherwise shown: ' 


‘Any material respects in which any items. shown in the 
profit and loss account are affected . . . by transactions of a sort 
not usually undertaken by the company or otherwise by 
circumstances of an exceptional or non-recurrent nature.' 
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APPENDIX 
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Note. — This appendix is illustrative only, and do Hj E foin aN f 
of the Statement of Standard Accounting Practi "ie E = 


Statement of Consolidated Profit and L eS tor té EA % 
year ended... and retained profits/reserveš re M 


ele 


£ 
Turnover (outside the group) x 





Operating profit after charging or including M 
Depreciation j Y 


*(Items within the normal activities of the 
company which require disclosure on ac- 
count of their abnormal size and incidence) Y 


Other income 


Investment income X 
etc. x A 





Group profit before taxation and extra- 
ordinary items f x 


Taxation (including adjustments of previous 
years’ charge shown separately if material) ` x 

Group profit after taxation and before extra- 
ordinary items ! 


Minority interests (less taxation attributable 
thereto) 


Profit before extraordinary items 


: *(Extraordinary items (less taxation and/or 
minority interests attributable thereto)) X 





Profit after. extraordinary items 
Dividends 


Profit retained 
Retained profits/reserves at beginning of year ` 


Retained profits/reserves at end of year | NX 


* Description of actual items. 


ep 


) Gain or loss on VAT —NIL. 
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Accounting for VAT 


by K. MIDGLEY, B.A., B.Sc.(Econ.), A.C.I.S. 


= 


Some accountants will already have been grappling with problems relating to the impact 
of VAT on accounting systems and few will be ignorant of the basic concept of VAT as a 
tax on final consumer expenditure. However, not all may yet have turned their attention 
to more detailed aspects of the operation of VAT and may therefore be interested to 
consider its possible effects on profits and prices, cash-flow and liquidity, and accounting 


and administrative procedures. 


A VAT is intended to be a tax on final consumption, 
the role of the trader is visualized as a collector rather 
than a payer of tax. Assuming a completely neutral effect 
of VAT as far as the trader is concerned, basic prices 
(exclusive of VAT) would be unchanged, though tax- 
inclusive prices to purchasers would be increased by the 
amount of the tax. 

The effect, assuming the proposed 10 per cent standard 
rate on tax-exclusive prices, can be illustrated with the 
following simplified example, which compares a previously 
untaxed situation with the post-VA'T position with no 
changes in the level of income and expenses: 




















Pre-VAT x 
£ £ 
Sales .. a = 20,000 
Less Outside purchases 10,000 
Wages .. as 4,000 
14,000 
Profit . f, 6,000 
Post-VAT 
VAT at 
IO per cent 
EN. £ 
Tax-exclusive sales 20,000 2,000 (output tax 
Less Outside pur- ` ` collected on 
chases (tax-ex- sales) 
clusive) 10,000 1,000 (input tax paid 
Wages 4,000 on outside 
14,000 purchases) 
1,000 net VAT 
Profit £6,000 collected 
gg 1,000 paid to 
Customs and 
Excise 


In this.example, which ignores cash flow effects and 
increased costs of administration, the trader is neither 
better nor worse off than before; he collects £2,000 output 
tax, pays {1,000 input tax to his suppliers, and accounts 


‘for the difference to Customs and Excise. But this is 


assuming that demand for his products remains unchanged. 
In practice some buyers, particularly exempt traders and 
ordinary shoppers who cannot treat the tax as a deductible 
input tax, may react to the addition of VAT to prices by 
reducige their consumption. 

In the face of a prospective fall in demand a trader may 
have to cut his VA'T-exclusive price; or as an extreme 


> ¢ 
e 


possibility (where demand is very elastic) he may have to 
absorb the tax completely, so that his post-VAT tax- 
inclusive price is the same as his pre-VAT price. Thus, 
referring to the figures previously used, if the trader decided 
to absorb the output tax to maintain demand at the previous 
level, £20,000 would represent VAT-inclusive sales. 
Output tax calculated as one-tenth of VAT-exclusive 
price becomes, of course, one-eleventh of VAT-inclusive 
price, so that the output tax on VAT-inclusive sales of 
£20,000 would be one-eleventh of £20,000, or £1,818 
to the nearest £, and VAT-exclusive sales £18,182. 

Taking the worst possible circumstances from the point 
of view of the trader, and assuming that his suppliers did 
not absorb any VAT but passed it on completely, the pre- 
and post-VA'T profit statements then appear: 

















Pre-VAT 
£ £ 
Sales PM es 20,000 
Less Outside purchases 10,000 
Wages .. ‘ 4,000 
14,000 
Profit £6,000 
Post-VAT 
VAT at 
Io per cent 
l £ £ 
Tax-exclusive sales 18,182 1,818 (output tax 
Less Outside pur- | collected on 
chases 10,000 | sales) 
Wages 4,000 1,000 (input tax paid 
14,000 on outside 
purchases) 
£4,182 818 net VAT 
— collected 
818 paid to 
| Customs and 
Net shortfall £1,818 ——— Excise 








At the other extreme, a trader who was able to pass 
on the output tax completely, but enjoyed the advantage of 
some tax absorption by his suppliers, would have benefited 
from a reduced tax-exclusive cost of outside purchases. 

Clearly the ultimate effect on profits will depend on the 
circumstances. Even if the burden of VAT is completely 
passed on to consumers, there is the possibility that they 
may succeed in pushing back some of the burden on to 
industry in an indirect manner by forcing up wages, in- 
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. Abbey National 





The unique 


V 








Abbey National Property Growth 
Bonds areunique. 

No other property bond provides 
a balanced fund with the added security 
ofa building society investment. 

Halfyour money is invested in 
commercial property with Property 

"Growth Assurance Co. 

The other halfis in the Abbey 
National Building Society. | 

So you get capital appreciation from B 
rising property values and rents. 

And the security from a major 
building society Investment. 
Plus built-in life assurance protection. 

All this, and an annual average 
growth to date of over 795. Free of all 
income and capital gains tax. . 
With most surtax payers receiving special ` 
benefits too. | 

Abbey National Property Growth Bonds 
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growth fund with 
added security. 


E may be purchased through any of 


Abbey National’s 240 branches. Or 

your broker. Minimum investment 

£100—no upper limit. ` ` 
For further details of growth with ` 

added security. Secure our free | 

brochure. Today. | 


Property Growth Assurance 
Company Ltd., Dept. (P 41) 
Edward House, 73 Brook St., 
London WIY 2JB. Tel: 01-4994171 
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PREMIUMS 

Geared to suit individual 
circumstances, premiums 
can be paid on a level 
annual basis, suitable for 
reasonably stable incomes, 
or on a recurring single 
premium basis for those 
whose incomes fluctuate. 
TAX RELIEF 

Premiums are eligible 
for income tax & surtax 
relief within the limits laid 
down by the 1971 Finance 
Act e.g. for persons born 


1916 or later, the maximum. ` 


allowable premium is 
£1500 per annum or 15%, 
of relevant earnings, . 
whichever is the lower. 


EXAMPLES 

_ Annual Premium £100 
payable under a with- 
profits Policy | | 
Total estimated 


pension at 
age 65* 


Male age 
at entry 
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FS Assurance offer a new highly flexible Personal - 
Pension Policy, specifically designed to meet the needs 


PENSIONS . 
Pensions are payabl 
quarterly in advance fora 


minimum of 5.years and for - 
life thereafter. While : 
' .the. policy is written for 


pension to begin at age 70, 


provision is made for ` 4 

pension payments to - | 
` commence at-any time from ` 
age 60 onwards. Pensions *' 


may be arranged ona 
with-profits or ona i 
without-profits basis, the 
rates for the latter being 
among the most ES 
competitive available. - 
The with-profits policy 
bonus structure is three- 


-tiered. 
a) Reversionary Bonus, 


added to the pension. 

b) Terminal Bonus, based 
on total reversionary 
bonuses at maturity. 

c) Vesting Bonus, based on 
the total pension payable. 


Single Premium £100 
payable each year under a 
without-profits Policy . 


Male age Total Pension | 


at entry 


* based on current interim bonus rates 


of -those of your clients in non-pensionable employment 


TAX FREE CASH OPTION 
The maximum tax free 
commutation of pension is 
permitted within the limits 
of the Act—the cash 
payment must not exceed: 
three times the annual 
pension remaining 
payable. i 
DEATH BENEFIT 
If the policyholder dies 


"before the selected 
“pension age, all premiums 
_are returned plus 4%, 


compound interest, ora 
Widows Pension may be 
paid in lieu. 


To find out more about 
this Personal Pension 
Policy, contact us today 


ASSURANCE 
LIMITED 
Established 1899 

| 190 West George Street; 


GLASGOW G2 2PA 
Phone 041 -332 6961 
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which case traders with a heavy wage bill would suffer 
more than those whose business is capital-intensive. These 
possibilities should, however, be considered in relation 
to the withdrawal of purchase tax and SET at the same 
time as VAT is introduced. The overall burden of taxation 
should not be increased, especially as such essentials as 
food and passenger travel are to be zero-rated De, no 
output tax is payable, but credits for input tax are never- 
theless allowed) and therefore there need be little effect on 
wages. 

Nevertheless, some traders, such as those previously 
burdened with SET and/or high rates of purchase tax 
(e.g., builders, or greetings card manufacturers) should 
benefit from the VAT revolution, whereas traders pro- 
viding goods or services which previously carried no 
purchase tax may stand to lose. The accountant may be 


able to help his clients or his own firm anticipate events by- 


weighing up the favourable or adverse circumstances. 


Exempt traders 


It might be thought that traders who are exempt from 
VAT because of the nature of the services they supply, 
or because of a turnover of less than £5,000 per annum, 
would inevitably gain; but this 1s not so, particularly 
where their sales are to taxable persons. The main dis- 
advantage to an exempt trader 1s that he cannot recover 
from Customs and Excise the input tax on his purchases. 
He may try to recover it by raising his prices to customers; 
In so far as they are not taxable for VAT he may succeed 
and possibly profit from his exemption. But the exempt 
trader wil be at a disadvantage in competing with a 
taxable person for customers who are also taxable. 


For example, consider a case of two traders with identical 


costs: 








£ £ 
Pre-VAT cost of SC ER 2,000 
Valued added: Wages etc. i 500 
Profit 2,000 
2,500 
Pre-Vat sales £4,500 





As already explained, the introduction of VAT, pro- 
viding the tax is passed on (and ignoring administrative 
costs for the present) leaves the registered trader neither 
better nor worse off. Thus he would pay input tax of 
£200 (10 per cent of £2,000), collect output tax of £450 
(10 per cent of £4,500) and account for the difference 


(net VAT of £250) to Customs and Excise. Moreover, 


his taxable customers are no worse off, for though they 


pay an extra {450 on tax-inclusive sales, they can recover . 


this as input tax. 

On the other hand, the exempt trader is saddled with 
£200 input tax which he cannot recover, and which he 
may seek to pass on in increased prices, in order to maintain 
his former profit. Thus his customers are faced with costs 
which have increased in total from {£4,500 to £4,700; 
and the extra £200, being increased prices and not input 
tax, cannot be recovered. The exempt trader is therefore 
likely to lose custom to the registered trader. 

The reverse may apply in ordinary retail trade, where 
customers are not taxable, for then the £450 output tax 


"which the registered trader wishes to pass on cannot be 


recovered by customers. 
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Exporters 


Whereas traders in the home market may suffer some loss 
of profit where VAT has to be absorbed, exporters should 
avoid any loss, and may actually gain from the introduction 
of VAT. The reason for this is that, as exports are zero- 
rated, not only is no output tax chargeable, but all input 
tax on bought-in goods and services is recoverable (whereas 
at present, though purchase tax on goods actually exported 
is recoverable, that on such indirect items as stationery Is 


not) Furthermore, the exporter may benefit somewhat. 


from reduced tax-exclusive -prices where his suppliers 
find it expedient to absorb some of the tax. 

An imponderable aspect of VAT, but one which can 
hardly be other than a debit item for the taxable trader, is 
the extra administrative cost of keeping appropriate 
records. It is at least some consolation to know that possible 
compensating administrative savings for business in terms 
of a reformed income tax system are in contemplation, 
and that our VAT system is administratively a great deal 
simpler than those of most other countries. 


Cash flow effects 


Cash flow would of course eventually be affected by any 
change in VAT-exclusive prices as compared with the 
pre-VAT position; but as price changes have already been 
considered, it will be assumed in this section that VAT is 
passed on completely, so that full attention can be given 
to timing effects of VAT' collection. 

Although the initial VAT period for some traders may 
be longer than three months in order that settlement dates 
are staggered over each month of the year, thereafter the 
three-month period will be standard for all, except that 
traders whose input tax is regularly greater than output 
tax may be allowed monthly settlement. In the examples 
which follow three-month VAT periods will be assumed 
throughout, though the reader should be áware that 
even if a four- or five-month initial period applies, ` the 
logic of the explanation will still be valid. 

Factors which affect VAT cash flow include Ems 
the periods of credit granted to customers and received 
from suppliers, but also the timing of purchases of capital 
equipment, the trend of sales and purchases over time 
(ie. whether there are peaks or an. even flow of funds) 
and the administrative cost outflow already discussed. 

In the first example a month's credit given to debtors 
and received from creditors is assumed, sales per annum 
being taken as {240,000 and.outside purchases £120,000 
per annum, both spread evenly over the year. The three- 
month VAT period begins in April 1973 and settlement takes 
place at the end of the month following each VAT period. 

In this instance output tax (£2,000 per month) will not 
begin to be collected until the beginning of May nor will 
input tax ({1,000 per month) be paid until the beginning 
of May. At the end of July the net VAT due (£6,000— 
£3,000 = £3,000) will be paid for the period April Ist- 
June 3oth. The effect on cash flow can be demonstrated 
graphically as shown overleaf (Fig. 1). 

The net combined effect over the months (including 
settlement of net VAT) can then be shown as in Fig. 2 to 
reveal an average increase in liquidity via VAT oXK {1,500 
(ie, 663.02) 


2 
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Cumulative Output tax collected on sales Input tax paid on purchases | 
Cash 
Inflow ` 6,000 

4,000 
2000 
£ 
Apl May ` Jun Jly Aug 4000 
Cumulative 
Cash 2,000 
Outflow 3000 
4,000 
Fig. x 
t 
3,000 
Net 
Cumulative etc 
E 2000 | | 
God Average increase in liquidity £1,500 
4,000 
An May Jun Jy 4 Aug Sep Oct etc l 
Fig. 2 Settlement Settlement 


The effect then is as if the trader had gained the advantage 
of a permanent interest-free loan, so that taking this as a 
fairly typical case, we can agree with the VAT White 
Paper (Cmnd 4929) comment that VAT has the “effect of 
increasing somewhat the liquidity of traders overall. 
If more credit is received than given the liquidity effect 
is enhanced. For example, using the figures in the previous 
example but assuming no credit is given to customers but 
two months’ credit is received from suppliers, net cash 
flow from VAT can be shown as in Fig. 3 opposite, the 
average increase in liquidity being £4,500. 

The reason for this increase is that, during April and May, 
£4,000 output tax is collected but no input tax is paid, as 
two months’ credit is given by suppliers. Thereafter the 
net VAT receivable per month is £1,000. However, VAT 
falls due on supplies regardless of credit given, so that 
settlement at the end of July is on the difference between 
output tax (£6,000) on April-June sales and input tax 
(£3,000) on purchases for April-June, even though only 
a third of the purchases which bear VAT have actually 
been paid for in cash. After the end of July the pattern is 
regularzand the net increase in liquidity is the average of 


the peaks and troughs (i.e. — Anto £4,500). 


In practice, even in circumstances such as tidie, the 
overall gain to the trader may not be so favourable because 
of the withdrawal of any cash-flow benefits he may pre- 
viously have enjoyed from collecting purchase tax. 

Just as liquidity from VAT is improved if no credit 
is given but generous credit 1s received, so it deteriorates 
if generous credit is given but no credit received. The 
range of possibilities is considerable, but enough has been 
said to indicate what is involved. The purchase of expensive 
capital equipment is bound to be a drain on liquidity, 
and the input tax on it could add to the outflow. But if 
the purchase is made towards the end of a VAT period, 
and, say, two months' credit is given, the input tax can be 
recovered at settlement date before the cash payment 
is actually made. 


Accounting procedures 


Accounting for VAT should reflect the role of the trader 
as a collector of tax; VAT should neither be treated as 
part of income nor as an expense, but should be recorded 
in a current (VAT) account with Customs and Excise. 
In order to be able to prove the accuracy of the figures 
and the calculation of net VAT payable or recoverable, 
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E 
Net : Liquidity effect from collection and 
-umulative pavimenti oc VAT 
sash 8000 
“low I 
6,000 


4,000 


2,000 


Average increase in liquidity £4,500 


ai: etc 


\ Ap May Jun ys Jy Aug Sep yx Oct Nov Dec y Jan 


VAT -Period Settlement 


‘83 Date 


dequate records of all business operations which affect 
7AT liability will have to be kept. Vouchers must be 
etained for at least three years so that they can be available 
or official verification by Customs and Excise. 

The basic entries will be: 


Purchases 

Dr Purchases (or expense) account with tax-exclusive value. 
Cr VAT' account with input tax. 

Cr Supplier's account with tax-inclusive value. 


Sales 

Dr Customer's account with tax-inclusive value. 
Cr Sales account with tax-exclusive value. 

Cr VAT account with output tax. 


Settlement 

Dr VAT account 
Cr Cash account 
or 


xd SE seater with net VAT recoverable at settlement date. 


Logg net VAT payable at settlement date. 


Che analysis can be undertaken in the appropriate books of 
rime entry or their equivalents. Some traders may supply 
oth standard-rated and zero-rated goods (e.g. a grocer 
upplying various standard-rated household cleaning 
tems and zero-rated foods). If possible, sales of each type 
hould be separately recorded. 

An example will illustrate the general principles in- 
rolved. Transaction for a given VAT period are sum- 
narized as follows: 


Value 
{excluding tax) 

Purchases of trading stock js - T .. 13,020 
Exports .. x T "E js "T - 5,600 
Home sales ge de e - ks .. 45,000 
Wages... së 2s Se 2s T Ss 8,980 
‘Telephone à m 160 
Credit for trading stock returned to suppliers T 70 
Postal charges (exempt) Ps š s: ie 440 
Purchase of accounting machine ios eg T 650 
Solicitor’s fee for debt collection I ; ad 20 
Entertainment expenses (input tax disallowed) $* Es 130 
Heating (fuel oil) zero-rated — .. : : - 18o 
Cleaning materials is 25 - - - 30 


Settlement | Settlement 
Date Date 


The VAT account for these transactions (from which the . 


VAT return could be prepared) would then appear: 


: VAT ACCOUNT 
Tax deductible Tax due 

















Input tax £ Output tax 
Capital goods (10 per cent (10 per cent of £45,000) 4,500 
of £650) + 65 Tax credits allowed by 

Other goods and services 1,323 suppliers Ss x 7 
. Yo per cent of 13,020 
160 
20 
30 

£13,230 ! 

'Total tax deductible .. 1,388 Total tax due .. .. 4507 

Net tax E carried 
down .. : 9 3,119 
£4,507 £4,507 











Net tax puysple pious 
down £3,119 


— e 


It is necessary to restrict the right to claim credit for 
input tax in the case of certain goods and services, par- 
ticularly those which may be used for both business and 
private purposes. Thus business entertaining (other than 
that provided for overseas customers) comes within this 
restriction. 

The matter of complete exemption from VAT has 
already been mentioned but, exceptionally, a taxable 
person may deal in taxable goods and/or services and also 
exempt supplies. For example a banker’s interest charges 
on a loan will be exempt, but not his charges for executor 
and trustee services. Whereas fully taxable persons can 
recover all input tax and a fully exempt person cannot 
recover any, the partially exempt person may recover a 
proportion of input tax (unless his exempt supplies are 
insignificant, when provision for allocation of input tax 
is dispensed with). 

Two possible schemes for calculating input tax recover- 
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able may be adopted, subject to regulations of Customs and 
Excise. One method allows credit for input tax in the ratio 
that taxable outputs bear to total output; the other gives 
full credit for input tax on taxable goods bought for resale 
in the same state, and the pro rata rule as before then 
applies to the remainder of the taxable outputs. 'The 
above represent calculations for a three-month period, but 
in both cases provision is made for a revision at the end of 
the year based on the proportions for the year as a whole. 


Another problem area is that of calculation of output: 


tax for retailers, in view of the fact that some of their sales 
may be at standard rate and some at zero-rate. In so far 
as the two types of sales can be separately calculated (as 
when zero-rated. and standard-rated goods axe sold in 
separate departments) there is no difficulty, but where 
they are sold together over the same counter the question 
arises as to how to calculate output tax due. Several 
methods have been suggested by Customs and Excise (in 
their discussion paper 'Special Arrangements for Retailers") 
and it seems that a choice will be open to retailers. Space 


1 These and other problems mentioned in this paper are dealt with at 
greater length in the IPC ‘VAT Training Package’ available from IPC 
Business & Industrial Training Ltd, 161-166 Fleet Street, London EC4. 
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does not allow for detailed illustrations of these methods, ! 
but briefly they are based on an analysis. of purchases for 
the VAT periods, with appropriate adjustments for stocks 
and revised calculations on a full year basis. ` 

For example, one method divides gross takings for each 
period in proportion to totals of zero-rated and standard- 
rated purchases (at retail selling prices) since the beginning 
of the VAT year (opening stocks being treated as purchases 
within the first tax period). At the end of the year a re- 
calculation by reference to initial and closing stocks for 
the full year is carried out, and an appropriate adjustment 
(further: payment or rebate) made to the tax paid on the 
quarterly basis. Other methods are simpler, and the choice 
of method may lie between that which ensures the minimum 
tax is paid and that which is most simply understood and 
adds least burden to administration. 

There are clearly many areas of accounting decision 
within the VAT system and many gains to be derived 
or losses avoided from a careful analysis of problems re- 
lating to pricing, cash flow and choice of procedures. T'he 
accountant should ensure that he is as well acquainted 
with this form of indirect taxation as with income and 
corporation tax, for his advice will certainly be called for. 





MANAGEMENT IN FORMATION 


New Product Development 


HE lee of new products will vary in complexity 


from one Industry to another. In some it will De a process: 


critical for the future development of the company; in others 
It may Involve little more than an evolution of existing products. 
Typical of the former case are the newer science-based indus- 
tries with complex technologies, where the transition from 
original ideas to volume production is a lengthy, intricate 
process with many pitfalls. 

_In any situation where the company is considering moving 
into what are effectively new product lines, whether through 
internal development or acquisition, it is essential that there 
should be a framework of analytical tools, techniques, and 
procedures covering the whole process from the birth of the 
idea to.laying down the production lines. These should be 
designed to ensure that personnel involved in each stage of 
the * procéss understand what they are contributing to the 
product, and to reconcile the often differing attitudes that they 
have. For ‘example; personnel involved in the technical de- 
velopment are more often so concerned with developing the, 
most perfect product possible, that they tend to overlook 
commercial criteria, whereas people at other levels may be more 
concerned with the commercial prospects of the final product. 

Some of the systems and procedures adopted at Xerox are 
discussed in an article by Raymond C. Zoppoth entitled “The 
. Use of Systems Analysis in New Product Development’ which 
appears in the March 1972 issue of Long Range Planning. The 
procedures described are concerned with the planning of new 
product programmes, the development of new technologies, 
and quantifying risk, 


Systems analysis 


Although a much-maligned term with heavy overtones of 
computer use, the concept of systems and systems’ design is 


e "e Z: 
` 


of much more fundamental significance. It is concerned with 
the processes by which management decides how resources 
are to be used for the achievement of specific goals. There are 
many ways of achieving the goals, and the task of systems 
analysis is to define the ‘issues and alternatives clearly and 
concisely so that management can make a well-informed 
decision. ` 

Four ways are identified in which systems: analysis assists 
management in the planning and allocation of resources. They 
are: 


(a) to act as an interpreter between the ‘technical’ and busi- 
ness’ sectors in the company; 

(b) to verify the technical aspect of plans from the points of 
view of technical and commercial feasibility; 

(c) to evaluate alternative allocations of resources; and j 

(d) to formulate alternatives. (This is ranked as fourth since 
the evaluation stage usually triggers off the need to identify 
and formulate further alternatives.) 


The areas covered by systems analysis extend beyond those 
directly involved in new product development. Market planning 
will help in deciding what products or product features are 
desirable; financial and planning departments in evolving 
resource and financing commitments; technical personnel 
with operating decisions and documentation. 


Techniques and procedures 
Six procedures are outlined. They are: 


(a) Standardizing descriptions of model stages. 
(6) Programme planning by development phases. 
(c) Technical criteria for production approval. 
(d) Systems approach to the development.of new technologies. 
(e) Risk assessment. 
` (f) Evaluation technology for decision and risk analysis. 
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Many products pass through a lengthy series of model 
phases between the original idea and final marketable product. 
The terminology applied to these phases is very diverse and 
can lead to confusion. This procedure is designed to eliminate 
such confusion and provide a uniform meaning throughout 
the organization. A product will not necessarily pass through 
each of these stages, but each has a separate function in the 
development: process. 


The model stages are identified as follows: 


(a) Laboratory bench-fixture. Its function is to reduce concepts - 


to practice and demonstrate fundamental feasibility. 

(b) Process feasibility breadboard. 'To further verify process 
feasibility through evaluating alternative process materials 
and techniques. 

(c) Product feasibility breadboard. To demonstrate the re- 
producibility of the product with its input/output charac- 
teristics, and its technical validity to management. 

(d) Engineering model. 'Through final design and configuration 
to prove product capability to management. 

(e) Pre-prototype model (optional). Evaluation of final product 
design and performance specifications. Problem identi- 
fication and de-bugging. 

(f) Pre-production model. 'Test production design of components, 
and develop manufacturing processes and tooling require- 
ments. 

(g) Initial production units. Testing production tools and 
materials and finalizing assembly techniques. 


(h) Production units. Units ready for sale. 


Programme planning 


Development programmes, while differing in history and 
requirements, pass through ` common patterns of activity. The 
identification of the stages in that pattern of activity enables a 
common methodology for new product development to’ be 
established in the organization. The diagram below shows the 
four phases adopted in Xerox. 

The engineering model and the definition phase are the 
critical points in the development cycle. At this stage, man- 
agement must make decisions to commit (or not to commit) 
the funds that will be required for tooling product completion, 
and the capital expenditures related to the project. If it is to 
make this decision on an informed basis, then data should be 
available on technical validity, major technical risks, potential 
alternatives and the consequences of technical failure. 

Since, at this stage, the proposed product does not meet all 
of the final design requirements, some prediction is required 
of the probability of meeting those requirements by the 
end of the programme. At the beginning of the programme the 
standard of performance at this stage that should be expected 
should be clearly defined so that this can be used as a yardstick 
for comparison. 
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From this point until the final technical assessment, there 
should be constructed a plan of all experiments to be run, 
establishing the stages in the process to full technical validation. 
This plan can then be used as a control tool for monitoring 
activities. The final technical assessment itself will include 
projections of cost, reliability, and sensitivity to required 
performance levels. 

Typically, management is faced with a choice from a range 
of potential products. Resources will dictate that only a limited 
number of such opportunities should be seized, and the choice 
will be based upon a combination of least risk and highest 
potential gain. But management probably has not the technical 
skills to fully evaluate every aspect required to bring a product 
to fruition. 

The aim of this stage in the development process should be 
to present to management easily recognizable and relatable 
profiles for each programme. ‘These profiles consist of a matrix 
chart showing along the horizontal axis a breakdown of the 
product into its sub-systems; on the vertical axis a progression 
of confidence levels related to development hardware. This 
progression will follow the same sort of pattern seen in the model . 
stages earlier. 


Evaluation technology 


Evaluation technology is concerned with establishing a sophisti- 
cated, disciplined process of decision-making under conditions 
of uncertainty which are related to net present value or some 
concept of return on capital. It is recognized that there are 
variables which are within the control of the organization and 
those which are controlled outside. These are itemized in the 
two groups and weights assigned to each at which stage the 
non-controllable factors are related. to a.scale of the utility 
attached to each feature of the product by customers. 

The end result of this process is a set of probability dis- 
tributions for the controllable factors and similar factors derived 
through conversion relationships for the non-controllable 
factors. These will now enable an assessment of the effect on 
net present value, or rate of return, of variations in the variable 
elements in the project, and through the probability distri- 
butions the probabilities of different net present values or rates 
of return being achieved. | 

Development and approval of new products is such a vital 
process for the future health of any business that the functions 
and processes involved and the techniques that can be adopted 
should be clearly understood. This will be assisted by clear 
definitions of the stages in the development process which is 
disseminated throughout the organization. In -particular, the 
data presented to management upon which it will make the 
vital decisions to proceed or otherwise with the project should 
be clear, simple, and concise, while at the same time containing 
an assessment of the probabilities of the financial outcome of 
the project. 


PHASES OF PRODUCT DEVELOPMENT ` 


Selecting Ideas 


A e E 
| Basic Ideas | — Product Concept and !nitial Performance Goals 
— Product Proposals 
Design and Development f 
— — Commercial Proposals 
| Product definition | q_ >+EE>->5>+> Performance Specifications 
——— —— Test Plan and Technical Assessment 
> _ IMA Management Assessment and Commitment 
— Prototype 
Product Design and Engineering | Acquiring Plant etc. | ——— ————»- Prototype Evaluation 
i — Production Drawings 
>—— Pilot Production 
— > Production Assessment 
Manufacturing | . Operations | EA Product Launch 
> Periodice Review 
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July 6th, 1972. 


Assets for Industry 


by H. S. A. MACNAIR, F.C.A. 


The proposals put forward by the Chancellor in his Budget speech, and set out more fully 
in the White Paper published at the same time, require to be implemented by legislation. 
The Industry Bill now before Parliament is a remarkable amalgam of many legislative 
features since 1966 — not forgetting the Industrial Expansion Act 1968 and the 
Shipbuilding Acts 1967 and 1971, now to be repealed. Perhaps the only guiding 
principle to be discerned in this weiter of industrial welfare legislation is that the early 
bird is best placed to secure the juiciest grant; for this reason, a preview of the new 


‘legislation is set-out in this article. 


OVING the second reading of the Industry Bill, 

the Secretary of State for Trade and Industry, Mr 
John Davies, M.B.E., F.C.A., J.DIP.M.A., 
purpose was to give effect to industrial incentives proposed 
in the Budget and to support regional regeneration and the 
modernization of industry as forecast in the White Paper 
published in March (Cmnd 4942). To qualify for grant, it is 
required that qualifying premises be located in a special 
development area to rank for the 22 per cent grant on the 
-provision of buildings, new machinery or plant or mining 
works. If the development area is not 'special', the rate of 
grant is 20 per cent, applicable also to building works 
before March-22nd, 1974 in a.derelict land clearance area. 
No link with qualifying premises is necessary if new 


machinery or plant is provided for use in a development 


area in activities which are within Order XX of the 
Standard Industrial Classification. This - 
‘construction’ the erecting and repairing of buildings of 
all types; constructing and repairing roads and bridges; 
erecting steel and reinforced concrete structures; other 
civil engineering work such as laying sewers, gas; or water 


mains, and electricity cables, erecting overhead lines and 


line supports and aerial masts, extracting coal from open- 
cast workings, etc. On-site industrialized building is also 
included, as are establishments specializing in demolition 
work or in sections of construction work such as asphalting, 
electrical wiring, flooring, glazing, installing heating and 
ventilating apparatus, painting, 
roofing, and the hiring of contractors’ plant and scaffolding. 


Classification 


‘Qualifying premises’ means premises which are for the 
time being used wholly or mainly for qualifying activities. 
‘These mean activities which are described in any of the 
' minimum list headings in Orders II to XX (inclusive) in 

the 1968 Standard Industrial Classification, together with 


the processing of scrap and waste materials, scientific ` 


` research relating to any other qualifying activity and the 
training of staff for work in such activity. This description 
excludes agriculture, forestry and fishing, utilities (gas, 
water, and electricity supply), transport, communication, 
the distributive trades, insurance, banking, finance and 
business services, professional, scientific, and miscellaneous 
services. 

The terms of the Selective Employment Payments Act 


7 ` 


° 7t 


stated that its 


describes as 


plastering, plumbing, ' 


1966 embodied rules for repayments of that tax to em- 
ployers operating establishments engaged by way of - 
business partly or wholly in activities falling under mini- 
mum list headings under an earlier edition of the Standard 
Industrial Classification. Controversy arose as to the 
application of that classification in particular circumstances, 
as for example in Lord Advocate (for Minster of Labour) v. 
Reliant Tool Co (46 ATC 367), where the House of Lords 
held that the designing of machine tools constituted the 
activities of nhu ns as distinct from professional 
services. 

However, clause 2 (3) of the Industry Bill states that the 
Standard Industrial Classification is to be used for the 
purpose of identifying qualifying activities and other 
purposes without taking account of the way in which that 
document is applied, ‘whether or not in pursuance of any 
other Act of Parliament’, for any other purpose. On the 
face of it, these words would exclude the large volume of 


,case law built up under the Selective Employment Pay- 


ments Act 1966 from being used to interpret the terms of 
the Industry Bill, but in so far as it is a truism that every 
case depends upon its own facts and thus cannot bind future 
developments, it is probably true to say that matters 
ventilated in cases taken under that Act will continue to 
serve as a useful guide to judicial thought. 


Excluded activities 


The definition of ‘qualifying activities’ excludes certain 
ancilary or associated activities, such as office work, 
including accountancy, audit, advertising, and market 
research; haulage; sales and distribution; storage; and 
production and distribution of energy and heating — all of 
which, though not mentioned in a particular minimum 
list heading, may be classified for statistical purposes along 
with the activities not so mentioned. The Bill makes . 
particular reference to minimum list heading 499 of which 

sub-heading 1 relates to musical instruments and sub- 
heading 2 describes ‘All other manufacturing industries 
not elsewhere specified' and states that this reference is 


. to be taken as a réference to all manufacturing activities. 


not elsewhere specified without the remaining activities 
excluded as above. o 
A general rule is that the repair of any articles shall not 
be a qualifying activity, subject to exceptions in favour of 
the repairing of main and auxiliary steam (reciprocating 
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and turbine) engines for ships, marine boilers and internal 
combustion engines for ships and boats (including outboard 
motors) if carried out in a marine engineering establishment 
(operated exclusively for that purpose or in association 
with other activities classified under Order X) together 
with aerospace equipment repairing and indeed all other 
repair work included by name in Orders II to XX (manu- 
facturing). One may note here the decision of the Court of 
Appeal in Fisher-Bendix Ltd v. Secretary of State for 
Employment and Productivity (49 ATC 124), that the 


Industrial Tribunal had erred in finding that the repair. 


of washing machines came within the manufacturing 
classification. 

The Secretary of State is to be empowered to give 
directions, either generally or in a particular case, as 
respects the determination of any question as to the classifi- 
cation of an asset as between machinery or plant, buildings, 
works other than mining works and mining works; any 
question whether two or more different buildings or areas 
are to be regarded as forming part of the same premises 
or as regards apportionment of parts of buildings and any 
question whether premises are being used for qualifying 
activities. The Secretary may also accede to an application 
to have ‘near’ land or buildings treated as part of qualifying 
premises. 


Interpretation 


The proposed new legislation borrows (with modifications) 
many of the expressions defined under the Industrial 
Development Act 1966. Thus ‘expenditure’ in relation to 
an asset which is provided by being installed in a building 
or on a site includes expenditure on or incidental to the 
installation of the asset. In relation to an asset provided by 
being manufactured or constructed by any person, 'ex- 
penditure’ includes such sum as appears to the Secretary 
of State to be properly attributable to its provision by that 
person in that manner,.and the sum so attributed shall be 
treated as having been paid at such time as the Secretary of 
State may direct. 

‘Approved capital expenditure’ in relation to any grant 
means expenditure appearing to the Secretary of State 
to be of a capital nature and approved by him for the 
purposes of the grant. Similar phrasing was considered in 
British Oxygen Co Ltd v. Minister of Technology (49 ATC 
. 154) where the House of Lords approved the formulation 
of policy or rules whereby the practical extent of expendi- 
ture ranking for approval might be narrowed. The minimum 
value for individual items of expenditure will be £100 for 
plant and £1,000 for buildings. 


Buildings and plant 


A ‘building’ includes part of a building. A building may be. 


provided by the adaptation of an existing one, or by the 
purchase of a new one (that is to say, one not previously 
occupied) although previous occupation by the purchaser 
as part of arrangements in contemplation of purchase is 
possible. 

‘Machinery or plant’ includes part of any machinery or 
plant but does not include anything forming part of mining 
works, or a pipe-line or any vehicle except a vehicle 
constructed or adapted for the conveyance of a machine 
incorporated in or permanently attached to it, or a vehicle 


constructed or adapted for the conveyance or haulage of 
loads (in which case the use must be exclusively in or 
about private premises, including the site of building or 
civil engineering operations). In the British Oxygen case 
(above) it was decided that certain tankers and trailers 
failed to qualify under similar legislation. 

A particular point to notice is that, although capital 
expenditure includes the capital element in expenditure 
consisting of payments towards the purchase price of 
the asset in question, it does not include any part of pay- 
ments made under a hire-purchase agreement. 

Clause 5 (2) of the Industry Bill states that a grant-under 
Part I (Regional Development Grants) mar" be made at - 
any time after the time when, in the opinion of the Secre- 
tary of State, the asset is provided, or the; expenditure is 
defrayed, whichever is the earlier. This contrasts with the 
rule in section 13 (4) of the 1966 Act that ‘expenditure Shall; 
be treated as incurred at the time when the sums;of- which’ / 
it consists become payable’. In the debate on the. second 
reading, Mr Bruce-Gardyne (South Angus) commented 
that under the old system the grant was not payable until 
the invoice for the qualifying asset was produced (Hansard, 
May 22nd, 1972, col. 1016). In reply, the Secretary of 
State remarked that the clause states that the asset must 
effectively have been provided or paid for, so that, broadly, 
the position is not greatly different - although it still 
responds to the broad field of decision and discretion 
which resides with the Minister. 


Commencement 


Schedule 2 in the Bill denies grants for expenditure if the 
construction of the building or the carrying out of the works 
was begun before March 22nd, 1972. As regards machinery 
or plant and mining works in a development area, the asset 
is ineligible for grant if in the opinion of the Secretary of 
State it was provided before March 22nd, 1972. 

Grants may also be made to any person who has entered 
into a contract to provide a ship or mobile offshore instal- 
lation in the United Kingdom and to equip it, if in the 
opinion of the Secretary of State four conditions are 
fulfilled. These are that it has been constructed in the 
United Kingdom; that construction.on the berth com- 
menced before January Ist, 1975; that it has been delivered 
after December 1971 by the person who contracted to 
construct it to the person entitled to receive it under the 
contract; and that it is of the qualifying size. 

For the purpose of calculating the amount of grant 
payable, the interval between the commencement of 
construction on the berth and the date of delivery is to be 
divided (in general) into five equal periods and the contract 
price allocated into six portions. Ten per cent is allocated 


to the first and final dates, the successive anniversaries of ` 


the commencement of construction being credited with 
notional payments of percentages of the contract price as 
follows: 15; 20; 25; and 20. When any such notional 
payment has been allocated to the years 1972, 73 or 74, then 

a grant is payable at the rate of ro per cent of that notional ` 
sum in 1972, 4 per cent in 1973 and 3 per cent in 1974. 

Part II of the Bill contains the provisions for financial 
assistance for industry which is scheduled to expire at the 
end of 1977 so far as concerns general powers but is not 
thus limited in the case of the assisted areas. 
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Continuing Expansion of 


Sears Holdings 


T the end of his review with the 1971-72 accounts of Sears 

Holdings, the chairman, Sir Charles Clore, pays tribute to 
his colleague, Mr Jack Gardiner, ‘who is soon retiring after 
nearly 20 years’ membership of our board’. That may not seem 
a particularly inspiring introduction to this commentary on 
this week’s reprint, but when Mr Gardiner, Mr Leonard Sainer 
and, the then Mr Charles Clore all became directors of Sears 
in 1953, the-market capitalization of the equity was about £5 
million and the pre-tax profits just over the £1 million mark. 
Sears’ market capitalization is currently in the region of £460 
million and already the 1971-72 peaks of sales of £323-6 million 
and pre-tax profits of £32:39 million have been left behind. 
The vast bulk of the equity is in ‘A’ non-voting shares. 

Book-making is now a major division of the group, with 
£20,560,198 of 7i per cent convertible loan stock 1992-97 
issued on January 21st last, in consideration for the acquisition 
of the equity of the William Hill Organization with effect from 
December 29th, 1971. The William Hill accounts made up to 
November 6th, 1971, and adjusted to the date of acquisition 
have been consolidated with the accounts of the Sears group for 
1971—72, but no profits have been included. in tbe trading 
results. 

Recently Sears added to the book-making division by agree- 
Ing terms for the acquisition of Windsors Sporting Investment, 
a Leeds-based company operating some 200 betting shops in 
the West Riding of Yorkshire. 


Goodwill 


Commenting on the balance sheet, Sir Charles draws attention 
to the new item of goodwill of William Hill that appears in the 
accounts. “This' he says, ‘includes the licences of the betting 
offices and is indeed the principal asset. of that undertaking. 
Though an “intangible asset” in the accountancy sense, it is 
nevertheless a very real and valuable asset, which your directors 
are satisfied is well worth the figure at which it appears in the 
balance sheet’. 

The acquisition of Windsors for the surprisingly high figure 

of £3 million based on the value of the further amount of {2:16 
million of convertible loan stock will mean a further substantial 
addition to the goodwill item in the 1972-73 accounts. But 
expansion 1s the keynote in Sears now, after a period during 
which the Clore technique of take-over seemed to' be, if not 
in decline, then in some state of abeyance. For a number of 
years Sears’ shareholders were told that close examination of the 
take-over market had revealed nothing worthy of Sears' con- 
sideration — at least, not at the prices being demanded. 
. Last year, excluding the William Hill acquisition, net ex- 
penditure on fixed assets exceeded £11 million, but net current 
assets rose by £3 million. That, Sir Charles comments, ‘confirms 
what I have said previously and again repeat, that the group has 
adequate resources, including anticipated cash flow, fully to 
cover the considerable programme of expansion which your 
directors have planned for the next few years’. 


Property Values 


Sears Holdings was originally based on property values ~ 
the worth of the shoe shops in the J. Sears T'rueform company. 
The Clore bid for Sears nearly 20 years ago set the new style 
of take-over, with finance springing from the sale and leaseback 
of properties. Present properties in the group are stated in the 
directors’ report to be worth substantially more than the balance 
sheet figures. 

Just what 'substantially means will be shown in the early 
part of next year when a professional valuation of the whole of 
the group's retail shop and store properties as at the end of 1972 
will have been completed. 

Shop and store properties in Sears terms mean the shoe 
shops under the Freeman Hardy & Willis, Saxone, Lilly & 
Skinner, and other names collected within the British Shoe 
Corporation. In that corporation there are also the Lewis's 
and Selfridge department stores. Sears also include the Mappin 
& Webb and Garrard & Co jewellery and silverware concerns, 
as well as the Robinson & Cleaver departmental store company. 

'The British Shoe Corporation, as already noted, houses the 
footwear manufacturing and retailing activities, and the Lewis's 


and Selfridge concerns. Sears Engineering includes the Bentley, 


Wildt Mellor, and William Cotton knitting machinery, and 
attendant needle, component and sales and service companies, 
with textile, dyeing and finishing equipment also répresented. 

Other sectors of Sears Engineering cover laundry and dry- 
cleaning equipment, mining, quarrying and contractors' plant, 
structural steel contracting, pipework fabrication and installa- 
tion, electrical transformers, and motor-vehicle sales and service. 

Abroad, Sears operates in the United States through Sears 
Industries Inc. which has subsidiaries in the linen hire and 
industrial laundry field, and knitwear manufacturing. To 
these interests át home and abroad have now been added the 
William Hill and MONIS book-making and betting shop 
organizations. 

Without the EEN operations, the 1971-35 sales and 
trading analysis was as follows :. 











1971/72. 1970/71 
Sales Trading % of Sales Trading % of 
Profits Total Profits Total 
£000's  £000's Profits  £OO0's £000's Profits 
Footwear retailers and 
manufacturers 104,890 17,467 — 46 94,655 15,030 46 
Departmental stores 84,075 5,823 15 81,067 6,166 19 
Engineering 51,307 9,915 26 45,403 7,333 23 
Motor vehicle sales and 
service 35,308 1,325 4 29,554 779 2 
Jewellery retailers and 
miscellaneous 13,791 499 1 14,340 683 . 2 
Sears industries inc. (U.S.A.) 35,009 2,835 8 31,347 2,783 8 
324,380 i 296,366 i 
Less: Internat sales 779 748 
Group totals 323,601 37,864 | 100 295,618 32,774 100 








— — 





For space reasons some of the notes to the.accounts — the list 
of subsidiary companies, further particulars of directors' 
emoluments; and a few other matters have been omitted. Under 
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‘Accounting policies’ the basis of consolidation states that, with 
the exception of the Lewis's/Selfridge stores group and 
Robinson & Cleaver whose accounting date is January 31st, the 
accounts deal with the year to December 31st. 

Retail stocks are stated at lower of cost and replacement value, 
while other stocks and work in progress are mainly included at 
cost (including production overheads) or at net realizable value, 
if lower, and are stated after deducting £6,989,000 (1970-71, 
£6,231,000) received on account. Provision is made for any 
anticipated losses on uncompleted long-term contracts. 

Provision is made for taxation deferred through the excess 
of tax allowances on fixed assets over the depreciation charged. 
Valuation of footwear stocks for tax purposes is higher than that 
shown in the accounts, and provision for the tax payable is 
included under current liabilities, with an appropriate deduction 
from deferred taxation. 


Changing Hawtin 


ESS than three years ago 85 per cent of the earnings of the 

Hawtin group came from engineering and construction 
activities. 'The recently issued accounts for the year to last 
January show that 56 per cent of record profits of £2,395,000 
came from banking, financial services, and shipping, with the 
engineering and construction share reduced to 30 per cent. 
This year should see near completion of the conversion of the 
company into a predominantly banking and financially 
orientated organization. 

The process has not been without its tribulations. Cussins 
(Contractors) was acquired in July 1970 with a view to enlarging 
the group's building and property interests, and subsequently 
combining them in a separate quoted company. A year later, in 
line with that policy, a majority interest was bought in Rawlings 
Bros. l 

Cussins was acquired following a joint report by independent 
accountants and Hawtin’s building division’s senior manage- 
ment team. It was considered the company was operating 
profitably enough, although records were unsatisfactory and 
there were some onerous fixed-price contracts. Cussins’s accounts 
to January 1970 showed a pre-tax loss of £14,000, but in the 
following year Hawtin’s group auditors were unable to verify 
claims of £289,000 included in the work in progress valuation. 
Neither were they able to confirm the directors’ allocations of 
profits and losses on contracts completed in prior years. 

Cussins management accounts to July 1971 revealed a trading 
loss of more than £230,000, and the losses looked like continuing. 
Profits were unlikely, before 1973 at the earliest so the company 
was sold off. Since this obviously upset the plans for putting 
' Cussins and Rawlings together, the shareholding in Rawlings 
was also sold so that Hawtin now retains only small minority 
interests in building and property development. 


Costs and VAT 


EVELOPMENT of major out-of-town shopping centres is 

very much a bone of local authority contention. Super- 
market and cash-and-carry operators insist that by out-of-town 
developments they can offer goods at lower prices than they 
can from high rental and less efficient much smaller town centre 
stores. The local authorities, on the other hand, jib at what they 
consider sprawl development, and the Minister of the En- 
vironment is now called in for judgement on any planning 
application for retail development over a gross area of 50,000 
square feet. 

Making the latter point in his statement with the accounts of 
Wheatsheaf Distribution & Trading Ltd, Mr H. C. B. Berens 
says that the real problem of progress is the difficulty, delay, 
and high cost of public inquiries, even where local authorities 
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have not rejected the original application. He refers particularly 
to the company’s ‘Carrefour’ operation, the first at Caerphilly 
being due to come into operation next autumn. The market has 
55,000 square feet of selling space with free parking for 950 
cars. 

Mr Berens interestingly links this kind of operation with the 
introduction of value added. tax. “The tax is’, he comments ‘a 
tax on margins, that is to say, both costs and profits. Consumers 
are increasingly likely to make their purchases from those 
sources which reflect efficiency and where they will thus pay less 
tax.’ | 

This financial year, Wheatsheaf in common with industry 
as a whole will have to carry the main educational costs of 
implementing VAT. So far there is not enough information to 
make an accurate assessment of the cost of re-educating both 
staff and customers alike, but it is considered probable that new 
accounting machinery will cost £300,000. 

So far as the Carrefour operation is concerned, time is, 
unfortunately, on the company’s side so far as educating the 
customers is concerned. The second Carrefour will not open 
at Telford, Shropshire, until autumn 1973. At Easthegh, a 
Ministerial decision is still awaited a year after the first public 
inquiry. A second inquiry which ended in May after lasting 
14. weeks will probably be subject to similar delay, and a third 
inquiry recently began concerning a Birmingham site where the 
company hopes to build a ‘shop’ (sic) of 150,000 square feet 
gross (90,000 sq. ft selling space) with parking for 2,000 cars. 
Some shop! 


SEARS HOLDINGS LIMITED 
AND SUBSIDIARIES 


CONSOLIDATED PROFIT AND LOSS ACCO UNT 
for the year ended 31st January 1972 





























Notes 1971/72 1970/71 
£000's £000's 
SALES (excluding inter-group sales) 323,601 < 295,618 
TRADING PROFITS 13 -37,864 — 32774 
INTEREST D 15 (5,475) (5,480) 
PROFITS BEFORE TAXATION 32,389 27,294 
TAXATION THEREON (14,001) — (12,108) 
PROFITS AFTER TAXATION 18,388 15,186 
Amounts attributable to minority 
interests in subsidiaries f 
Dividends paid (1,027) (1,033) 
Undistributed profits (196) (197) 
PROFITS ATTRIBUTABLE TO ` 
SEARS HOLDINGS LIMITED 3 17,165 13,956 
Dividends on preference shares (225) (225) 
PROFITS FOR THE YEAR ATTRIBUTABLE TO 
ORDINARY AND ‘A’ ORDINARY SHAREHOLDERS 16,940 13,731 
Earnings per share 16 7p 79p 
Proposed dividend of bp per share (20%) 
on ordinary and ‘A’ ordinary shares (8,746) (7,289) 
Taxation adjustments relating to prior years 437 1,029 
PROFITS RETAINED š 3 8,631 7,471 
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SENTINEL INSURANCE CO. LTD 





Europlan 
. THE NEW LIFE PLAN 
WITH THE BIG.'CATASTROPHE' 


COVER FORTHE — 
YOUNG EXECUTIVE 


Tax free cash payments 
made in [5 years and again 
before it matures at 65 — 
with the insurance 
continuing throughout 








Please apply for quotations to: 






Williams National House 
11-13 Holborn Viaduct, London ECIP e 8 
Telephone: 01-248 8070 ONE 


+ 
- 


If you've 






£50,000 or more 


to invest. x 
We canhelp you. 


With that kind of money you deserve a truly 
professional service. 

. At Long, Till & Colvin, we have access to all 

the principal money markets : local authority short 


term and mortgage deposits, sterling certificates of 


deposit, hire purchase and industrial deposits, 
Interbank and discount dealings. 

If you've £50,000 or more to invest, let us 
find the best home for your money at a rate of 
interest it would be difficult to beat. If the thought 
of making your money make more money sounds 


Good, get in touch with us. 


LongTill& ——— 
ColvinLimited 
34 King Street, London, E.C.2. 01 -606 4080. 


Edinburgh : 031-225 6167. 
Manchester : 061-834 9335/8. 


A Member of the Clive Group. 
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- July 6th, 1972 


Commercial Accountancy 


is a modern profession which is making a 
vital contribution to efficiency and 
productivity. 


Only in very recent years has it become appreci- 
ated that the functions and responsibilities of the 
accountant in industry and commerce are funda- 
mentally different from those of the accountant 
in practice. He is concerned with the future rather 
than the past, with economics rather than with 
law, and with management rather than with 
auditing; above all, he is intimately involved in 
the affairs and fortunes of one business rather 
than in certain limited aspects of many. He must 
therefore be a specialist, trained /n business for 
business, devising systems for recording, analysing 
and presenting the information which manage- 
ment requires to reach rational decisions. 


- The Society of 


Commercial Accountants 


is a progressive organization for all who 


are concerned with accounting, data pro- 
cessing and management information 
services. It offers a comprehensive and 
up-to-date professional qualification to all 
those in industry and commerce who recog- . 
nize that accounting is a dynamic factor in 
business management — not looking back- 
ward to the past, but forward to the future. 


Full particulars .regarding registered 
studentship, examination syllabuses and 
conditions of admission may be obtained 
from the Secretary. 


THE SOCIETY OF | 
) COMMERCIAL ACCOUNTANTS 


Limited (by Guarantee) 


40 Tyndalls Park Road 
Clifton, Bristol 8 
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City Notes 


FURT HER rise in clearing bank base rates effectively 

raised the basic cost of bank on for the second time in a 
month, and the total rise was 334 per cent — from 44 per cent to 
6 per cent in the two stages. Presumably the banks were not 
signatories to the CBI price pledge. 

The second rise in base rates came when it was bene to 
look as though the first rise had started to persuade the banks’ 
industrial customers to borrow. All the time the funds were 
there for the asking and at relatively low cost, rank and file 
industrial customers showed no great inclination to borrow. 

But when the price of credit rose there was an immediate 
and noticeable increase in demand and bankers were beginning 
to think about talking in terms of belated industrial re-expansion. 
They are now wondering whether the new and stiffer rise in 


interest rates will induce more demand for credit, or nip out the 
new growth entirely. 


If the new green shoots of industrial re-expansion are going to 


be withered by the frost of rising interest rates, then the 
Government will indeed have to change its policy from free 
choice to one of more direct intervention. 

* 


Jd KE and time has soon E the relationship 
between the banks, the Bank of England and the gilt-edged 
market. Announcement of the scheme by which in times of 
unusual pressure on ratios the Bank of England will take 
short-dated stocks from the banks and hand them back, less 
interest charged when unusual pressures subside, certainly 
steadied the gilt-edged market. The operation works rather like 
putting the dog into kennels during a family crisis. It costs a 
bit but it solves a short-term pressure problem. 


HE matter of Mr Harry Hyams and Centre Point, and a 

number of other empty blocks on the London landscape, 
is certainly more an exercise in public relations than in finance — 
it is not only on Mr Hyams’s part that public relations are 
lacking. One of the arts of the PR game is to direct attention to 
one point on the grounds that attention will be directed away 
from others. No doubt Mr Walker appreciates that point. All 
the same the City aspect of the situation, surely, is that property 
developers have a dificult enough time as it is, without Oldham 
Estate’s pillars of empty space making this worse. Property 
developers could well do without the Hyams-Walker con- 
frontation and the possibility stemming from it of legislation 


that might well make the developers’ position even more difficult 
than it is. 


* * Ka * 


T is, of course, not the number of shareholders but the: 

number of shares held by shareholders that decides the win- 
ning or losing of take-over battles. Watney Mann no doubt had 
the majority of shareholders in number on their side, and that 
probably accounted for Watney boardroom optimism up to the | 
last minute. As recently as last Saturday, Mr Michael Webster 
addressed a letter to shareholders beginning ‘After 113 days, 
three offers, five letters, telegrams and press advertising, the 
GMH offer has failed. They have not even had the confidence 
to let you know the level of support they have received from a 
minority of shareholders', but by the time Watney shareholders 
received the letter GMH had won. In fact, GMH had won 
even before the letter was posted. One shareholder, one vote, 
would have won the day for Watney. One share, one vote, lost it. 


RATES AND PRICES 


Closing prices, Tuesday, July 4th, 1972 


Bank Rate Finance House Base Rate - July 1st, 1972. E 
Mar. 21, 1968 9 April 15, ° . 
Sept. Se 1968 SEN April D iud E Retail Price Index (16.1.62=100) 162°6 (from=161: 8, 18:5.72) 
Feb. 27, 1969 8% Sept. 2, 1971 ° i 
Mar. 5, 1970 71% de, GC Ge Tax Reserve Certificates (3.1.72) Personal 3194 
(Company certificates no longer on offer). 
Treasury Bills Money Rates 
April 28 .. L42686% June 2 £4:3943% Day to day 2—-52% Bank Bills | 
May 5 d f 2-251697 June 9 £4°8487 p 7 days 48-52% 2 months 6-67 % 
May 12 .. £42581% June 16 £5'5333% Fine "Trade Bills , 3 months. 6-61 70 
May 19 , . £42708 %, June 23 .. £5:6154% 3 months 7-8% 4. months 6-64% 
May 26 . L43026% June 30 .. £s:6372% 4 months 3-895 .6 months 61-7195 
8 6 months 71-894 
Three Months’ Rates Foreign Exchanges 
Local authority deposits 71-7 New York .. E 24167 . Frankfurt 76125 
Local authority bonds . 7i-7i Montreal 2:3780 Milan 1400*50 
Sterling deposit certificates 8 —74 Arnsterdam 7:6625 Oslo IS*7IOO 
Euro-sterling deposits 8 -8i Brussels 105:82 Paris 12:0800 
Euro-dollar deposits 5 —si Copenhagen 16:8732 Zürich 90750 
Gilt-edged 
As well as the usual prices quoted at the close of business 
on press day, we also give below the quarter-end prices, 
June 30th — 4th Yuly er 30th July 4th 
Consols 4% . 4th 413 Savings 3% 65-75 894 89% 
Consols 24% 263 27 Treasury 9% 1994 96% 97 ` 
Conversion 24% 373 38 Treasury 314% 87-90 913 92 
Conversion 54% 1974 96% 96+ Treasury 64% 1976 .. Pu Se .. 93% 95% 
Funding 34% 99-04 44} 44 ` Treasury 34% 77-80 Sé - is TENE. Bii 
Funding 4% 60-90 991 9091 Treasury 34% 79-81 e e T sx. 76 : 7 1 
Funding 51% 78-8o 84 84 Treasury 5% 86-89 691 gt 
Funding 54% 82-84 81i 814 Treasury 54% 08-12 62% 63 
Funding 54% 87-91 744 743 Treasury 24% — .. 261 27 
Funding 6% 1993 73i 74 Victory 4% d 97 97 i 
Funding 64% 85-87 834 833 War Loan 34% 371 37 
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NEW FEATURE 


Bulls and Bears 


N this, the first issue of The Accountant for the second half of 

the calendar year, we introduce a new fortnightly feature 
entitled “Bulls and Bears’ which will be complementary to our 
weekly ‘City Notes’. While the latter reflects market climate and 
the financial conditions which influence prices, the new feature 
will deal with particular investments in the light of prevailing 
market forces and the.current prospects for different sectors of 
the economy. 

In a bear market it will concentrate on government securities, 
other fixed-interest stocks, blue chips, property bonds and, 
maybe, specialized unit trusts. In a bull market the emphasis 
will be on top quality equities, but purely speculative issues will 


be totally excluded. Always it will be borne in mind that correct - 


timing can be more important (and more difficult) than correct 
choice and that with inflation currently running at 7 per cent 
per annum, the capital gain on equities must be fairly high to 
compensate for the low yield, capital gains tax and the cost of 
buying and selling. 

Recently the stock-market has been, and possibly still 1s, at 
the cross-roads. The Financial Times Government Securities 
index which was at a high of 82-62 in January last had fallen to 
71:47 on June 21st, while the Industrial Ordinary share index 
which peaked out at 543°6 in the week ended May roth had 
fallen to 491-7 on June 22nd. Several factors were to blame — 
the miners’ strike, the rail go-slow, the threatened docks 
strike, continuing wage-cost inflation, an adverse visible balance 
of payments for three months in succession and recently the 
speculative pressure against the pound as well as against the 
dollar. Last week corrective action was taken: Bank rate was 
raised a point to 6 per cent, and the pound was 'floated', at least 
until Britain's entry into the Common Market. 

The big question for investors now is whether these measures 
wil be sufficient to bring about a resumption of the upward 
trend in prices, or whether the big rise in prices which was seen 
on June 23rd will prove to have been no more than an emotional 
reaction to the previous downturn. The bulls point to gathering 
business confidence and more positive evidence of an upturn in 
the economy; the bears are worried about the price at which 
the pound is likely to settle, the high rate of unemployment, 
wage inflation and the continuing pressure against the dollar. 
Clearly, it is not an easy time for investors, but it is now reason- 
ably certain that gilts and fixed-interest stocks are likely to 


- become a healthier market because of the float and that they 


may afford: attractive buying opportunities at present prices. 
Below we give some selections in each category: 


| Gilt-edged Securities 


On re- 1972 
(1) Life of 5—15 years Price Yield demption High Low 
Treasury 82 per cent 1980-82 982 8-59 862 109 96 
Treasury 81 per cent 1984—86 961 8-80 8-91 1083 943 
(2) Life of over 15 years 
Treasury 9 percent1892-96 981 9:43 945 1121 953 
Treasury 83 per cent 1997 96 9:42 945 109 39343 
High Yielding Fixed-Interest Stocks 
National Westminster Bank 
9 per cent Loan 1993 954 9:09 — 1032 943 
Guardian Royal Exchange 
Assurance 7 per cent 'B' 
Loan 1986—91 .. 725 9-6 — 863 722 
Rugby Portland Cement 6 per 
cent Loan 1993--98 62 9:6 — 734 61 
Boots 72 per cent Loan f 
1988-93 .. 81 9-5 — 804 


ACCOUNTANT 





July 6th, 1972 


It will be seen that on three of the above fixed-interest stocks 
there is considerable scope for capital appreciation (less capital 
gains tax) on redemption. 


Ordinary shares 


The following are given in case there should be a general upturn 
in the market before the next appearance of this feature, but 
should not now be bought unless there are fairly definite signs 
of this: 


PIE. 1972 
i Price Yield ratio High Low 
Hill, Samuel, 25p shares 172 2:5 — 208 142 
United Dominions Trust 25p 224 28 15 297 214 
Star (GB) 50p shares 318 28 515 398 259 
Slough Estates 25p shares .. 1293 24 40-9 168 923 


Property bonds 


In recent years, property bonds have proved a | popular form of 
investment, linked to life assurance, in industrial and commercial 
property. In a typical case, if a single investment of at least 
£1,000 is made in the bonds, the investor can withdraw up to 
6 per cent of the investment each year without liability to income 
tax or capital gains tax. Moreover, provided that each year the 
total annual appreciation of the fund in which the money is 
invested is not less than 6% per cent, the money invested will 
retain its original value, calculated at the offer price of the units. 

Life cover is automatically assured all the time the investor 
holds the bonds and is increased by 3 per cent per annum com- 
pound from the policy anniversary following the 65th birthday; 
but if money is withdrawn from the bond fund, life cover is 
automatically. reduced. In the event of death the investor’s 
personal representatives receive either the current value of the 
bond or the guaranteed sum assured, whichever is greater. 

Bonds can usually be cashed at any time at the full bid value 
of the units, calculated at the valuation next following the 
request for payment; but in exceptional circumstances there 
may be a deferment of payment for up to six months pending 
realization of properties. An example of this kind of bond is 
Abbey Property Bonds. j 


Managed bonds 


A variant of the property bond is the managed bold where the 
money is invested not in property only, but (1) in equities 
through an equity bond fund, (ii) in property through a property 
fund; and (in) in fixed-interest securities and on short-term 
deposit. Like the property bond, the managed bond gives 
automatic life assurance and an annual income free of income 
tax and capital gains tax, but it has an added flexibility in that 
the managers can invest and reinvest at will in property, in 
ordinary shares or in fixed interest securities, according to 
which of them happens to be the most attractive at the time. 

Income is obtained by the sale of units, but the appreciation 
in the value of remaining units is intended to make good the loss 
of capital. As the units increase in value, so a smaller number of 
units needs to be sold to bring in the desired income, but since 
the sale of units reduces the life cover as well as the maximum 
capital value of the units, it is recommended that sales be ` 
restricted so as to bring in a tax-free income of not more than 
6 per cent. In the case of surtax payers, the impact of surtax can 
in certain circumstances be reduced. Examples of managed 
bonds are Hambro Managed Bonds, Save and Prosper Balanced 
Investment Bonds, and Merchant Investors Managed Bonds 
which are backed by United Dominions Trust. 

The advantage of property bonds and managed bonds is that 
they are capable of capital appreciation and can produce a higher 
annual income free of income tax than building societies, sav- 
ings banks or local authority loans. 
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. The Institute of Chartered Accountants 


in England and Waies 


Size, Composition and Method of Election of the Council 


The Council of The Institute of Chartered Accountants in 
England and Wales announced in April 1971 that, on a recom- 
mendation by the Special Committee, it had approved proposals 
that the nomination and election of Council members should 
be on a district society basis with voting by ballot. 

, _ Different aspects of these proposals were considered by the 
Council and Committees Working Party and the District 
Societies Working Party. 

The following proposals have been approved by the Council. 
The support of members will be sought for necessary changes 
to the Charter and bye-laws in September 1972. 


Elected members 


Sixty members will be elected to the Council from constituencies 
which will be identical initially with district society areas. 
Every member whose address in the Institute's records is in a 
district society area, will be entitled to vote in that con- 
stituency, whether or not he is a member of the district society. 
The number of seats allocated to each district society will be 
proportionate to the number of members whose registered 
address is 1n that society. 


Co-opted members 


Up to twenty members may be co-opted to the Council in 
order to: 


- (1) provide for specialist skills; 
(11) provide additional executive talents; 


(iü) enable any imbalance between main interests to be 
redressed. 


` Overseas members 


Overseas members, and members in Scotland and Ireland, 
shall be deemed for election purposes to reside in a United 
Kingdom constituency of their choice. They will be eligible 
to nominate candidates, to seek nomination and to vote in that 
constituency. 


Terms of service 


Elected members should serve for a period of six years. Co- 
opted members should serve for a period of up to six years. 


Elections . 


Elections should take place every two years with one-third of 
the Council standing for election. (In constituencies with one 
or two members only, elections will, of course, take place at 
longer intervals.) 


Eligibility for Council 
Any member of up to 64 years of age may stand for election to 
the Council. Any member may be co-opted to the Council 


provided that his term of co-option expires before his 7oth 
birthday. | 


Eligibility to nominate candidates 


Any ten members eligible to vote within a constituency may 
nominate a member for candidature in an election. 


Election information 


The Institute will, with the agreement of the candidate, circulate 
a résumé of the candidate's background to all members in his 
constituency at Institute expense. 


Transitional measures 


"The objective will be to move to a fixed regular pattern, of 


elections in constituencies within six years. Twenty of the 
present Council will retire in 1973 and the new Council members 
wil be elected. under these proposals. A further twenty will 
retire in 1975 and the final twenty in 1977. . 


Review of Council and Committees 


The report of a review of the membership and functions of the 
Council of The Institute and its committees, as recommended 
by the Special Committee was approved at the June 1972 
Council meeting. Highlights of the report are: y 


Role of the Council 


The role of the Council is to lead and govern. This implies 
the approval of policy initiatives, future policy statements and 
programmes of work, together with the monitoring of progress 
against programmes. The Council's function is to ensure that 
adequate machinery exists for preparation and preliminary 
scrutiny of policy proposals before they are submitted for 
Council approval, rather than to formulate policy itself. Im- 
proved means of regular review and development of policy 
are proposed. 

Delegation by the Council to committees and by com- 
mittees to sub-committees and the Secretariat is to be extended. 
Subordinate bodies will be encouraged to act decisively within 
agreed policies. The relative roles of Council, committees, 
committee chairmen and the Secretariat have been more 
precisely defined. 


Powers of the Council 


Some of the present limitations on Council powers should be 
removed, viz: 


(a) power for the Council to raise subscriptions to keep 
pace with inflation within an overall limit. (The approval 
of members in general meeting would only be required 
when the cumulative effect of several increases had 
raised the level of subscriptions to more than a given 
proportion above the level last approved by members in 


THE 


16 | ACCOUNTANT 


general meeting. The limit would probably be so per cent); 


(b) where Council is required to regulate matters which 
intrinsically change (for example, regulations governing 
educátion and training) the Council should have the power 
to make and alter regulations (rather than the laborious 
and expensive system of obtaining consent to conse- 
quential bye-law amendments by members in general 
meeting and the Privy Council). 


Fxecutive Committee 


Ihe establishment of an Executive Committee with wide 
powers of discretion and control over other committees, as 
recommended by the Special Committee, is felt to be premature. 
However, the General Purposes and Finance Committee has 
been vested with wider authority to co-ordinate policies and 
review resource allocation. 


Letters 





Exposure Draft Mo. 6 


Sir, — I venture to suggest that, on practical grounds, it is 
regrettable that ED6- finds replacement cost to be wholly 
unacceptable in determining market value for the purpose of 
comparison with cost. There are three areas that occur to me 
where replacement cost may be seen as an acceptable inter- 
pretation of market value. 

Most merchanting businesses — as, say, in the úmber trade, 
and also many retail concerns — work on narrow profit margins, 
where selling prices are quickly responsive on a falling market 
to lower wholesale prices. These businesses usually carry a large 
number of stock items, which can be much more readily com- 
pared separately with replacement values than with estimated 
net realizable values. In this type of business, with a fairly rapid 
turnover of stock, replacement cost has much practical merit, 
since its use can rarely give rise to any significant understate- 
ment of profits or distortion of profit trends. 

The second illustration concerns any industry with a long 
manufacturing cycle, e.g., a vertical textile group engaged in 
spinning, weaving and finishing and, perhaps, obliged to buy 
forward and ship from Australia (say, a special ‘count’ of wool), 
without being able to obtain cover in the ‘futures’ market in 
respect of its ‘price volatile’ raw material. In this situation the 
concern may be extremely vulnerable to sharp fluctuations in 
raw material prices, in circumstances where ultimate net 
realizable value may not be easy to estimate. A prudent ap- 
proach would seem to point here to the possible use of EE 
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Grouping of committees 


Grouping of committees has been examined and only found to 
merit further study in two areas. 

The Education, Examination and Articled Clerks group of 
committees are to be reorganized as a single “Holding' Com- 
mittee for “Education and Training”, with powerful sub- 
committees for Education, Examination and Training. 

A review of the functions of the Technical, Parliamentary 
and Law, Research and Technical Advisory Committees has 
been initiated and a report is expected in the autumn. 


Co-option 


The co-option of members to committees has been extensively 
adopted over the last five years. "This has gained general ac- 
ceptance and it is proposed to extend this further and to include 
non-members in appropriate circumstances. 


ment cost, as.an interpretation of market value, unless net 


‘realizable value can clearly be seen to be lower. 


Finally, I think that consideration might be given to businesses 
operating standard costing systems and thus valuing their 
stocks for internal purposes, in effect, on a replacement cost 
basis. Take, for example, a manufacturing ‘concern vulnerable 
in the short term, except in relation to firm orders from cus- 


‘tomers, by reason of using large quantities of “price volatile’ 


raw materials, such as the cable making industry in regard to 
copper and rubber. Then, assuming the exclusion of any 
unrealized profits in stocks arising from an upward revision of 
standards on a rising market, a case may be made on grounds of 
economy for using the standard cost stock valuation employed 
internally, in the accounts to be presented to shareholders. 


Yours faithfully, 
G. 


Future of the Profession 


Sir, — I was very interested to read Mr K. R. Packer’s letter in 
your issue of June 29th in which he suggests that the UK might 
have 250,000 qualified accountants by 1998. However, to base 
such a conclusion on a simple projection of the growth rate 
for the years from 1956 to 1970 is to fall into the trap that 
awaits anyone who assumes that what happened yesterday is 
necessarily a sound guide to what is likely to happen tomorrow. 

It may be that the ‘tomorrow’ of five years hence can be 
fairly safely forecasted from the current rates of student intake, 
but the tomorrow of 1998 is much less predictable. Although the 
growth rate for qualified. accountants over the past 25 years 
shows little relationship to the UK population growth rate for 
the same period, it is not unreasonable to expect that the 
eventual saturation point for accountants will be influenced at 
some stage by this factor. Current demographic studies indicate 
that we may be near to a situation of zero population growth 
in the UK, and this might make Mr Packer's estimate of 250,000 
look too generous. We cannot ignore the competition, both 
today and tomorrow, from alternative professions and oc- 
cupations, and in the event of a slowing down in population 
growth we may be facing our own slow-down in recruitment 
long before we reach his figure. 

Other factors might come to play a bigger part in the 1980s 
and 199os — the wider use of computers and further technical 
developments in data processing could make many jobs at 
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present done by ‘accountants entirely obsolete. A continuation 
of the present trend towards even larger business units might 
result in fewer jobs at the level which attracts many men to 
qualify - a factor that may be exerting an influence, even now. 

However, Mr Packer may well be right in his conclusion 
that the years to come will show significant changes in the 
relative sizes of the various professional bodies — although not 
necessarily on the basis of his projections. Changes in ob- 
jectives, changes in entry and examination standards, sheer 
quality of leadership and administration, and other factors of a 
similar character could all contribute towards upsetting the 
pattern of membership growth of the various bodies in the 
period 1956--1970 selected by Mr Packer. 


Yours sincerely, 


Harpenden. DESMOND GOCH, F.c.c.a. 


Inflation and Accounts 


SIR, — As Course Director, I was obviously pleased to hear that 
the first presentation of the Institute’s course ‘Accounting for 
Inflation’ will include amongst those ‘being enlightened’ — to use 
his own phrase — Mr Jack Clayton. 

However, from the tenor of Mr Clayton’s letter to you in 
your issue of June 29th, I gained the impression that, despite 
the stated objectives of the course, he believes that the occasion 
will be one on which there will be opportunity for discussion 
of the arguments for and against re-statement of financial 
accounts for general price level changes. Those members who 
wish only to be instructed and not to engage in dialectic 
might well be deterred from attending if they thought this to 
be the case. 

May I take this opportunity to emphasize that the course will 
set out to do no more than to teach the basic principles of one 
method of accounting for inflation and to provide the oppor- 
tunity for working some practical examples. ‘The opportunity 
for further debate will come when the ASSC presents its ex- 
posure draft of an accounting standard; and, despite Mr 
Clayton’s strictures, the Institute has already provided one 
preliminary opportunity for discussion ~ at last year’s Cambridge 
summer conference. 

Yours faithfully, 


S. P. WILKINS, 


Chairman, 
‘ACCOUNTING FOR INFLATION’ 


London EC2. COURSE WORKING Parry. 


Taxation on Compulsory Acquisition 


SIR, — I have noted your correspondence concerning the above 
in your issues of June rsth and 22nd, but I am surprised that 
none of your correspondents has realized that the Gourley case 
only applies to personal injury compensation, which was not 
liable to income tax, and now is also exempt from capital gains 
tax. 

Compensation for loss of profits in a business is in fact liable 
to tax, and consequently any steps to deduct whatever per- 
centage in lieu of tax should be steadfastly resisted. If this is not 
done, when the case comes before the Inspector of Taxes he will 
state that he is not interested in whatever basis was arrived at in 
calculating the compensation, and will seek to obtain a further 
amount for taxation. Granted some alleviation may be obtained 
from the Inland Revenue, as a concession, but it is better to 
avoid being placed in this false position. / 

N As regards the suggestion that tax should be deducted from 
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the refund of removal expenses, this is so absurd that I would 
have thought no competent agent would have entertained this 
for one moment. 

As quoted cases have been cited where such deductions have 
been made, I can only assume that a proper statement of the 
income tax position was not placed before the tribunals, with 
disastrous consequences. 


Yours faithfully, 


London Wr. HENRY I. JACOBS, F.c.a. 


SIR, — Mr W. D. A. Gibbs asks (June 15th issue) whether the 
tax deducted from removal expenses following the Rosenberg 
decision is ever paid into the Exchequer. The answer is — no, it 
is not; it merely reduces the amount paid out by the acquiring 
authority. p ds 

In his reply to Mr Gibbs, Mr J. Ross states that 'If the claim 
is in respect of loss of earnings and the compensation is not 
subject to tax...’ but this to my mind is the cause of the whole 
problem, because the Inspector seeks to tax the actual amount 
received, regardless of what adjustment may have been made for 
taxation. | 

In the Rosenberg case Yt was stated that the Inland Revenue 
Invariably dealt with compensation received on a capital gain 
basis rather than as income. This is not so, as I have recently 
dealt with a case in which the Inspector of Taxes insisted that 
each item making up the compensation should be treated 
individually and taxed accordingly, although it is almost 
impossible to get the District Valuer to disclose the individual 
items making up the amount paid. 

The Inspector disregarded the adjustment made for taxation 
on the compensation for loss of profits and wanted to apply tax 
to the net amount received. Whether the net amount received 
for loss of profits or removal expenses is taxed by the Inland 
Revenue either on a capital gain basis or as income, the result is 
an iniquitous form of double taxation. 

Assuming compensation received by a company liable to 
corporation tax at 40 per cent includes compensation for Joss of 
profits of £2,000, which is reduced by £800 by the paying 
authority for ‘taxation’, the £1,200 received will be subjected to 
tax of £480 by the Inland Revenue. The net effect is therefore a 
reduction of the agreed loss of profits by 64 per cent for ‘taxation’. 
If the property concerned was acquired after April 6th, 1965 
or the gain is ascertained by reference to the 1965 value this 
position applies whether the amount received is taxed on a 
capital gain basis or is taxed as income. : 

As Mr Gibbs suggests, the obvious way: of achieving the 
correct treatment would be for the payments to be made gross 
and the tax position to be dealt with by the Inland Revenue; but 
until the decisions in these two cases are réversed this ludicrous 
situation will remain. 


Yours faithfully, 


Blackburn. : R. B. HOLDEN, r.c.A. 


ICA Admission Fee 


SIR, — In r934 the privilege of my being admitted to the Society 
of Accountants in Edinburgh cost my parents, by way of ad- 
mission fee, the sum of so guineas. . 
The current proposal of a {£50 fee for admission to the 
English Institute may assume strikingly modest proportions 
when it is realized that so guineas would buy seven dozen 
bottles of whisky in 1934, and {50 only one and eight-twelfths 
dozen in 1972. | 
Yours faithfully, 


Bagshot, Surrey. BARCLAY INGLIS. 
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ACASS Executive es 


New Broom 


CLEAR indication that the new 

ACASS Executive is progressing 
with definite policies through its four 
Boards: Conditions of Employment, 
Education, Planning and Research, and 
Services. All of these are now well 
occupied with projects in the areas where 
ACASS feels change is overdue or 
needs modification. 

Each member of the Executive is a 
member of one of the Boards and 
is responsible for one or more specific 
items of work. ACASS’s President, 
Secretary and Treasurer supervise the 
general work of the Executive and 
Boards, as well as being responsible for 
particular projects themselves. 


Conditions of Employment 


The structure of articles is being closely 
examined by the Conditions of Employ- 
ment Board, which is investigating the 
possibility of securing an extension of the 
preliminary period at the beginning of 
articles from 6 months to 1 year. 

Such a period would, it is felt, lead to 
greater benefits for articled clerks. It 
would mean that they would be better 
able to judge what their firms could, and 
could not, offer in the way of training and 
experience; for principals, it would mean 
that they would be better placed to judge 
the calibre, suitability and usefulness of 
their articled clerks. Furthermore, such 
a policy, if adopted, would give those 
involved more time to make their deci- 
sions; an elongation of the period when 
change of employment by unilateral 
- notice is possible can, it is claimed by the 
Board, only do good: 

Geoff Brown is examining the matter 
of.secondment: the criteria on which 
programmes for secondment are judged; 
the availability of its facilities and the 
extent to which it is used. Terry Carroll 
is investigating the prevalence of sand- 
wich courses: the number and standard 
of courses offered and the extent to which 
this form of training is used. 

He is also investigating the establish- 
ment of a counselling service. This 
would provide careers advice at lectures, 
etc., as well as dealing with specific 
complaints. 

À survey of local authority grants is to 
be organized — the amounts offered, what 


courses qualify and why some authorities 


‘refuse to give grants at all. 


David Steeds, B.A., M.A., a new member 
of the Board and of the Executive, is 
reporting on organized labour techniques 
and employers’ obligations under current 
legislation. 


Education Board 


Under the chairmanship of David 
Clapham, the Education Board is investi- 
gating areas of difficulty in present edu- 
cational policies. Graduate entry and 
nine-month courses are being studied, 
their merits and demerits considered. 
As announced 1n detail under "Round. 
about’ last week, Moira Pattinson is 
organizing regional committees. Account- 
ancy degree courses and conversion 
courses are also being examined, while the 


` basic concept of a future scheme is under 


discussion. 

Comparative studies are to be inden 
taken of firms’ training techniques and 
of other bodies’ educational requirements 
and syllabi. A further future project is a 
study of examinations. 


Planning and Research 


The establishment of this Board under 
the chairmanship of Richard Vinson, is an 
innovation. Its role is to determine the 
future policy of ACASS in a cohesive 
manner rather than the sporadic and 
piecemeal approach of the past. Apart 
from its research activities, the Board is 
also involved in planning the organization 


of future national conferences, .and 
ACASS Council meetings. 


Services Board 


The administrative core of ACASS is its 
Services Board and its hard-working 
chairman, Kevin Lennon, is involved in 
arranging the detailed working of the 
syndicate system, to be introduced for 
the first time at the Birmingham Council 
(‘Roundabout’, June 8th), in September. 

Philip Parkinson is concerned with the 
organization of discounts and British 
United Provident Association and Private 
Patients Plan facilities, while Mike 
Holmes is probing into the possibilities of 
cheaper air travel for articled clerks. The 
Board’s other future projects include a 
survey of. private sector educational 
courses.and the setting up of a reference ` 
library GE of professional Journals. 
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Finally, Peter Pennington Legh, the 
President, is reinforcing the structure of 
the body of ACASS both by his long-term 
planning and by his seeking to regularize 
ACASS’s constitution — which legally is 
at present non-existent! 


ACASS SECRETARY COMES TO 
LONDON 


AFTER a champagne send-off by the 
Birmingham office of ‘Thomson 
McLintock, Terry Webb, Secretary of 
ACASS, transferred his articles with 
effect from last Monday to the Londen 
office of Arthur Andersen. As in the 
case of his previous firm, he will again 
be working in the tax division. He takes 
his Final, Part 11, in November. 

His presence in London will no doubt 
be helpful in administering ACASS 
home affairs, as well as his responsibility - 
as the permanent representative of 
ACASS for liaison with European student 
accountancy bodies. 


RESIDENTIAL COURSE 
SCHOLARSHIPS 


Once again, Mervyn Hughes & Co in 
recognition of their long association with 
the accountancy profession, have under- 
taken to sponsor one student on a resi- 
dential course, this time for the Institute’s 
November Part II examinations. The 
course, which starts on Sunday, Sep- 
tember 24th and ends on Friday, 
November 17th, will be held at the Ac- 
countancy Tuition Centre of Worthington 
Duffill & Co, of Evesham. 

Members of the London CASS taking 


LONDON’S SUMMER BALL 


This year's Summer Ball of the London CASS 
was, last Friday at Quaglino’s, voted a great 
success. The event was, in fact, a charity ball 
from which The Chartered Accountants’ 
Benevolent Association and The National 
Kidney Research Fund of Guy’s Hospital will 
benefit. Pictured opposite are some of the 
revellers. 


Top left: Mr Bill Spencer, F.C.A., FCMA, 
F.B.1.M., Chairman, British Nursing Associa- 
tion and Mrs Spencer. Right, Brian Lett, 
Chairman, Junior Section, Special Forces 
Club and Miss Deezle Homan. 


Centre: Left to right: John Critchlow, 
A.C.A., member of the Society's Committee 
and secretary, the Young Professionals Club, 
Jeff Trendell, Miss Linda Mitchell, Assistant 
Secretary, ACASS, Roderick Shire, AC A. 
and Michael Illingworth, both committee 
members. . 


Bottom left: Dr Michael Sinclair, B.Sc., 
M.B., B.S., and Mrs Sinclair. Right: Gavin 
McKenzie, Chairman, Liaison Group for 
Students in the SSES and Miss Jane 
Clarke. 
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Part II in November are invited to apply 
immediately on a form which may be 
obtained from the Secretary of the 
Society, 43 London Wall, London ECz, 
and which must be returned to the 
Secretary by Friday, August 25th. The 
Chairman and Secretary of the London 
CASS, together with Mr R. J. Welsh, 
director of Mervyn Hughes, will form a 
panel to select the student to be sponsored 
for the course. ` 


- LONDON” S RESIDENTIAL 
COURSE 


‘MANAGEMENT accounting and strategic 
planning' will be the theme of this year's 
London CASS Oxford residential course. 
Organization of the course, to be held 
. from September 21st to 24th, will be in 
the hands of Arthur Young Management 
Services who will also be providing the 
speakers. À point of particular interest 
will be that it will be attended by 25 
Danish accountancy students. 

Designed for Part 1 and Part II Final 
students, the course will deal with such 
subjects as value added tax, budgetary 
control and standard costing. In ad- 
dition, there will be a particularly useful 


case study taking the form of an investi- ` 


gation of the future progress of a. com- 
pany through a Series of mock interviews 
with 'company' executives. .All in all, 
the course will undoubtedly provide some 
useful knowledge of how to examine a 


client's business as a whole in the more | 


‘sophisticated’ areas. 

The course is open to e of all 
chartered student societies and to stu- 
dents of other accountancy bodies. ‘The 
fee is £25 which includes transport to and 
from Oxford. Application forms are 
available from the Secretary of the 
Society, 43 London Wall, London 
EC2M sTB, and must be returned 
together with the course fee no later 
than the middle of this month. 


SOUTH WALES RESIDENTIAL 
COURSE 


A. residential course for members of the 
South Wales CASS is to be held from 
the evening of July 26th until Saturday 
afternoon, July 22nd, at Cae Llan field 
study centre, Lydat, Monmouthshire. 

. The Society has been fortunate in 
being able to obtain the services of 
Foulks Lynch to provide the lectures and 
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to co-ordinate the course, which will 
undoubtedly be of considerable benefit 
to students in their various stages of 
articles. ‘The proposed lecture pro- 
gramme will deal with such subjects as 
value added tax, economic effects of 
inflation and the accounting implications, 
computer auditing, personal tax computa- 
tions, corporation tax, and recent trends 
in business finance. 

It has been estimated that the cost of 
the course is £300, but due to a hefty 
subsidy from Society funds the fee per 
member is a modest £3. There are places 
for only 38 students and those wishing to 
take advantage of the vacancies stil 
remaining should send, without delay, a 
£1 deposit to Steve Pegum, c/o A. Pugh 
& Son, Carlton Chambers, High Street, 
Newport, Monmouthshire. Cheques 
should be made payable to the Society. 


SOUTHAMPTON’S SUMMER 
CRUISE 


For £i members of the Southampton 
CASS can be assured of an enjoyable 
evening’s cruise on the Solent on Satur- 
day, August 12th. The vessel, which can 
accommodate 150 has deck saloons 
protected from the weather! 

Departure will be from Southampton 
Royal Pier at. 7.30 p.m. With a 


BYSTANDER'S COLUMN - contributed ` «ii. 


Here We Are Again 


ES, you are quite right, it is all of 


three weeks since I last had a go at 
the pundits of Moorgate Place. But on the 
grounds that if I didn’t, nobody else 
would, I feel obliged to recommence my 
criticisms. However, of late I have been 
suffering pangs of remorse. You see, I 
have met some members of the Council — 
even a few of the Institute office-holders — 
and they are such nice people. 

Each one of them seems genuinely 
interested in the future of the accountancy 
profession, and many have radical ideas 
about how this may be achieved. They are 
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discothéque and bars on board, the 
evening features at least three hours’ 
cruising and an hour will also be spent 
ashore at Cowes. The cruise is planned 
to coincide with the arrival of the tall 
ships in’ the Solent for the Tall Ships 
Race the following week, close inspection 
of which promises to add an interesting 
and unusual attraction. 

Not quite so unusual, but certainly 
interesting is the nubile girl featured on 
the Society’s poster who seems to be 
adding another dimension to the event’s 
title of Salty Summer Solent Skylark! 

Tickets from the Society’s Vice- 
Chairman, Barry Clark, 190 Midanbury 
Lane, Southampton, or any committee 
member. 


LIVERPOOL MEET 
SHEFFIELD AGAIN 


LIVERPOOL students, having thrashed 
Sheffield CASS last month (‘Roundabout’ 
June 29th), are to play them again at 
cricket, tennis, squash and golf, this time 
at Liverpool on July 29th. 

Members of the Association who would 
like to try their skills in the above 
matches should advise the assistant 
secretary, Christopher Allen, c/o the 
Library, s Fenwick Street, Liverpool 2, 
without delay. 
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- all concerned about the plight of students: 


some. over-worked; some under-paid; 
some poorly trained; and some suffering 
all three of these ailments! 

Yet when these gentlemen gather 
together, their individuality apparently 
vanishes and their initiative disappears — 
they seem to be struck by some sort of 
corporate osrriósis. Is this for fear of 
offending the others? I cannot believe 
that these leaders of the profession are 
overcome by timidity, but I should be 
grateful if anyone can provide the 
answer. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the 


principal Accountancy n. and also in Banking, Book-keeping, Civil Service, Computer 


C.E., Insurance, Law, Local Govt, Marketing, SE etc. 


Free 106 sas book (without obligation) on application tó Careers Adviser : 


. THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON 8W19 4DS . 
Accredited. by the Council for the Accreditation of Geiger Colleges 
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THE ACCOUNTANT 
: Index to Vol. 166 
' January to June 1972 


The General Index to Vol. 166 - January 
to June 1972 — is published with the 
present issue. The parts of this volume, 
with the index, can now be sent for 
binding. 


PROFESSIONAL NOTICES ` 


ARTHUR YOUNG & Company S.A., In 
Madrid, announce that Mr FRANCIS 
McCrossin joined the partnership on 
July 1st, 1972. 

Duncan Grass & Co, Chartered 
Accountants, of Castle Chambers, Castle 
Street, Liverpool, and MIDGLEY SNELLING 
& Co (Isle of Man), Chartered Account- 
ants, of 28 Victoria Street, Douglas, Isle 
of Man, announce the formation of a 
firm under the name MIDGLEY SNELLING 
Duncan Grass & Co (Isle of Man) 
which will practise in Douglas, Isle of 
Man. The partner firms will continue to 
' conduct their separate practices as before. 


HemsLey MILLER & Co, Chartered 
Accountants, of Finsbury Court, Finsbury 
Pavement, London EC2A 1 NB, announce 
the admission as a partner of Mr B. J. 
HOWE, A.C.A. A.T.1.1., from July rst, 1972. 

MIDGLEY SNELLING & Co, Chartered 
Accountants, of Ibex House, Minories, 
London EC3, and DUNCAN Grass & Co, 
Chartered Accountants of Castle Cham- 
bers, Castle Street, Liverpool, announce 
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the formation of a firm, MIDGLEY 
SNELLING DuNCAN GLASS & Co, which 
will practise in London and Liverpool. 
The partner firms will continue to con- 
duct their separate practices as before. 


PANNELL FITZPATRICK & Co, Chartered 
Accountants, announce that Mr Jf. 
STEWART BAIRD, GA, a partner in 
Gambia, has been admitted into partner- 
ship in their Sierra Leone firm at A. 
Momodu Allie House, 23 East Street, 
P.O. Box 575, Freetown. 


ToucHE Ross € Co, Chartered Ac- 
countants, announce that as from July 
st, 1972, they will practise in Ireland at 
79 Harcourt Street, Dublin 2. The 
partners of the Irish firm are Messrs 
W. R. S. Ritcure, J. H. F. MACPHERSON, 
W. F. WILLIAMS, D. R. P. BAKER, M. J. 
BLACKBURN, À. G. CAMPBELL, W. B. I. 
JAMIESON and P. J. STILLING. The prac- 
tice will be carried on in association with 
KENNEDY CROWLEY & Co. The resident 
manager is Mr M. P. KELLY. 


APPOINTMENTS 


Mr Graham Arthur, A.c.c.a., has been 
appointed director and controller of 
GEN Rolled & Bright Steel Ltd. He is 
succeeded as chief accountant of GKN 
(South Wales) Ltd by Mr A. H. Williams, 
F.C.A., assistant chief accountant for the 
past three years. 


Mr Martin Š. Berry, F.c.a., has been 
appointed chief accountant of Dunlop 
Semtex Ltd. He will be succeeded as cost 
controller at the Dunlop Semtex factory 
at Brynmawr by Mr Keith Sutton, 
B.SC.(ECON.), A.C.M.A. 


Mr Michael F. Cook, a.c.a., has been 
appointed financial controller of Gestetner 
Duplicators Ltd. 


Mr Derek Fowler, A.1.M.T.A., M.C.I.T., 
British Railways! corporate budgets 
manager, has been appointed by the 
Board to a new post of controller of 
corporate finance, in succession to Mr 
P. W. McGrath who leaves to become 
comptroller of the National Freight 
Corporation. 


Mr William Gibson, A.c.M.A., financial 
controller of Oneida Silversmiths Ltd, 
has been appointed to the board of the 
company. 

Mr Douglas A. Green, F.C.A., F.C.LS., 
deputy secretary since 1959, has been 
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appointed secretary of Seeboard to 
succeed the late Mr George Wray. 


Mr W. T. Doors, A.LM.T.A., until 
recently financial accountant to the 
South Eastern Gas Board,. has been 
appointed senior assistant accountant to 
the Imperial College of Science ` and 


Technology. 
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Mr Collin E. Fuller, A.C.A., has been 
appointed. managing director of Brobat 
Ltd. 


Mr J. K. Roddy, A.c.A., has been ap- 
pointed group financial accountant with 
The Bernard Wardle Group. ` 


Mr Ralph J. Smith, F.c.a., has been 
appointed secretary of Herbert Terry & 
Sons Ltd, of Redditch, Worcestershire. 
Mr Smith’s new appointment is in 
addition to his present responsibilities as 
chief accountant to the company. 


Mr E. P. Tiltman, F.c.a., has been 
elected to the board of Ductile Steels Ltd . 
as finance director. 


RETIREMENT 


i 

Mr Douglas P. Lund, C.B.E, -F.C.A., 
has retired as company secretary and 
administrative manager of the Royal 
Opera House, Covent Garden. He is 
succeeded by Mr L. C. Grant as com- 
pany secretary and chief accountant, and 
Mr G.. Bloomer becomes administrative 
manager. ; 


A TASTE OF MONEY 


An exhibition illustrating the origins, . 
history and evolution of banking in the 
City will be shown from July 11th to 
22nd at Chartered Accountants’ Hall, : 
Moorgate Place, London EC2, as part of 
the 1972 Festival of the City of London. 

The exhibition includes a replica of an 
early banking hall, complete with con- 


JOHN FOORD & COMPANY 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


01-262 2473-3 ' 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 










gs, and a ‘rogues gallery”, 
brated forgeries and ‘decep- 
will be on display. Also on show 
ral items of considerable value 
nave been accepted in the past by 
is in lieu of bad debts. 

"A Taste of Money’ has been made 
possible through grants from the City's 
major banking houses, and in particular, 
through the Bank of England, which has 
generously lent some of its national 
treasures. 























- EAST ANGLIAN SOCIETY 
OF CHARTERED ACCOUNTANTS 


Nevw President 


Mr F. S. Grindrod, F.C.A., F.LM.T.A., 
WPA., chief accountant of the Eastern 
Electricity Board, has been elected 
President of the East Anglian Society of 
Chartered Accountants for 1972-73. 
Mr Grindrod qualified as a member of 





the former Society of Incorporated 
Accountants in 1938, with the dis- 
tinction of obtaining honours in both his 
intermediate and final examinations. He 
is also a member of the Council of the 
Institute of Municipal Treasurers and 
Accountants, and currently chairman of 
its membership and general purposes 
committee. His other professional ap- 
"pointments include membership of the 
Board for the Joint Diploma in Manage- 
ment Accounting Services, and of the 
eering group for the Solomons inquiry 
o professional education and training. 
Bom near Rochdale, Mr Grindrod 
ent the early vears of his professional 
in local government. He joined 
stern Electricity in 1948 as assistant 
ief accountant, was promoted to deputy 
countant in 1951, and has held his 
esent post since 1960. 

Other officers elected for 1972-73 are: 
ce-President: Mr R. A. Cook, F.C.A. 
cretary; Mr J. J. A. Mobbs, a.c.a., Bank 
Chambers, Norwich Street, Dereham, 
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DISTINGUISHED PANEL FOR 
CORPORATION TAX ` 
SEMINAR 


Speakers at a one-day seminar on cor- 
poration tax, to be held by the CBI at 
the Royal Lancaster Hotel on July 
17th, will be among the foremost 
taxation authorities in the country. 
Under the chairmanship of Mr Alun G. 
Davies, the CBI's Taxation. Committee 
Chairman, addresses on a variety of 
problem areas will be presented by 
Messrs F. H. Brittenden, M.a; C. J. 
Crowe; W. K. Evans, M.A., F.C.A.; 
D. N. C. Gray, MA: N. Onley-Wilde, 
F.C.LS., AGCA; J. C. Richards, M.A., 
FCA, A,C.M.A.; and Bruce Sutherland, 
F.C.A. 

Mr Patrick Jenkin, Chief Secretary 
to the Treasury, will be the principal 
guest at luncheon, and has kindly under- 
taken to speak about the Government's 
corporation tax policy. Applications to 
attend, accompanied by the fee of {£30 
per person (inclusive of luncheon and 


refreshments) should. be addressed to | 


CBI at 21 


Tothill Street, London 
SW1H oLP. | 


CHARTERED ACCOUNTANTS 
BENEVOLENT ASSOCIATION 


New President . 


At a recent meeting of the Management 
Committee of the Chartered Account- 
ants’ Benevolent Association, Mr R. W. L. 
Eke, F.C.a., the President since 1968, 
intimated that he did not wish to stand 
again as President and proposed the 
appointment of Mr Henry Peat, D.F.C,, 
F.C.4. Mr Eke said that Mr Peat had 
served assiduously on the committee for 
12 years; his grandfather, Sir. William 
Peat, had been President of the Associa- 
tion for 20 years and his father, the late 
Sir Harry Peat was a member of the 
committee for 22 years. The proposal 
was carried unanimously, and Mr Henry 
Peat then took the chair. 

In thanking the committee, Mr Peat 
paid tribute to Mr Eke for his unstinted 
work as President; a tribute which was 
endorsed by all those present. 

Eight new applications were considered 
and assistance was granted in seven cases, 
consideration of one case being deferred 
for further information. One of the 
applicants was a widow with four 
children whose husband died in 1971. 
Another was a widow with three children 
whose husband died four years ago, 
since when she had been working as a 
secretary, and she was now faced with 
considerable expenditure on her house; 
a substantial donation towards this 
expense was approved and a grant was 
also made to supplement her income. 


| ACCOUNTANT >= 











LEICESTER AND NORTHANTS' 
NEW OFFICERS 


The Leicestershire and Northampton- 
shire Society of Chartered Accountants 
has elected Mr Raymond Clifford Bishop, 
F.C.A., as its President for 1972-73. 

A member of The Institute of Char- 
tered Accountants in England and Wales 
since 1949, Mr Bishop has spent the 
whole of his professional career with the 


firm of Thomas May & Co, of Leicester, 
where he was admitted to partnership 
in 1958. He is also a partner in the firms 
of Annan Impey Morrish (London and 
East Midlands) and Medcalf Stone & Co 
(Peterborough). Married, with three 
children, he quotes his favourite re- 
laxations as fishing, tennis, golf and 
bridge. 
Other officers of the Society 
1972—73 are: 
Vice-Presidents: Messrs F. R. Dixon, FCA., 
and A. E. B. Foxwell, r.c.a. 
Secretary and Treasurer: Mr W. E. Sowman, 
F.C.A., 37 New Walk, Leicester LE: 6TU 
(0533 25075). 


for 


SHEFFIELD DRIVE FOR 
INDUSTRIAL MEMBERS 


In a letter to members of the Sheffield 
and District Society of Chartered Ac- 
countants, their recently elected President 
Mr E. Crow, r.C.A, M.B.LM. (The 
Accountant, June 22nd) proposes the 
formation of an Industrial Members 
Liaison Committee within the Society. 
As an accountant in industry throughout 
his post-qualifying career, it is his inten- 
tion during his year of office to work for 
more intensive involvement of industrial 
members in Society affairs in every 
possible way. | 

A revised edition of the Society's 
“Report on Mechanization of Incomplete 
Record Work and Computer Bureau 
Service', first produced in 1969, 1s now 
available, price 3op per copy. It is now in 
loose-leaf form for inclusion at the back 
of the Members Handbook. 'Yhe report 
includes information on computer service 
bureaux operating in the Sheffield area. 
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Many hundreds of accountants have found the right job 
through this useful service. 


FREE LISTS OF VACANCIES | | lt LUCAS LTD 


will be posted to you, or you can. drop in and — without any 





form filling — study the classified register. Over 500 vacancies LAW STATIONERS 
in PUBLIC PRACTICE, COMMERCE AND INDUSTRY COMPANY PRINTERS 
in the U.K. and Overseas offer you the widest choice. COMPANY AGENTS 


Public Practice: L. Kelleher, 01-628 4550. 


More than 250 Professional firms utilize our services in the 
engagement of all grades of Audit, Tax and Liquidations 
staff, Managers, Consultants, Partners, € etc. Ring for FREE 
LIST of current vacancies, 


Commerce and Industry: M. Farrer, 01-628 8860 


Draft Memorandum and Articles 
supplied by return of post 


Company Seals and Books 
Notepaper, Bills, etc., printed 


nae ipsc Rubber Stamps 
ur client firms operate in every sector of Commerce, T . s 
Industry and Finance, and vacancies cover the whole range — All office requisites 


aere Financial Director, including Consultants READY-MADE COMPANIES 
Temporary Staff: A. Andersz, 01—628 8207 


We often receive inquiries from our clients for qualified and/ 
or experienced Accountants, Consultants and Book-keepers. 
Terms are much better than is usual for temporary. 
assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants.and perhaps one of them is the man you seek. 
To find out, ring me now, and I shall reply within the hour. 


R. Thornhill, 01-628 8869 38/40 FEATHERSTONE STREET - 


RICHARD OWEN ASSOCIATES LONDON POT. 


24 Finsbury Court, Finsbury Pavement, London EC2A 1HT 01-253 2977/8/9 Telex 262687 


inclusive 





HENRY BUTCHER & CO | 


(MEMBERS OF THE PROFESTIONAL INSTITUTES) 


Specialist Auctioneers, Surveyors and Valuers operating in the British Isles and Europe 


FACTORIES, PLANT AND MACHINERY 


AN INVENTORY OF PLANT AND MACHINERY 


prepared by Henry Butcher & Co with every item priced is an assurance of maximum settlement of a claim for 
loss by fire. 





A SCHEDULE OF FACTORY BUILDINGS 
prepared. by Henry Butcher & Co priced on today’s replacement cost is a safeguard against a rebuilding RO 
in the event of loss by fire. 
A VALUATION OF PHYSICAL ASSETS 
as a whole (complete with Inventory of Plant and Schedule of buildings) by Henry Butcher & Co is a sure 
. basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 
| THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY 


Henry Butcher & Co are one of the leading Agents in the country specializing in the sale and letting of 
Manufacturing Property and are therefore in a strong position to render first-class service to (a) those firms 
seeking Additional Factory Accommodation; to (b) owners of surplus Factory Space and Plant and Machinery 
wishing to dispose of same. 


HEAD OFFICE 
59-62 HIGH HOLBORN, LONDON WCIV 6EG 


Telephone 01-405 8411 (9 lines). Grams: Penetrancy, London WCI 
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Too many people have still got the wrong idea about 
factoring: a survey commissioned by.our subsidiary, 
Credit Factoring Ltd, proves the point. 

To set matters straight, we'd like to stress that, in our 
view, factoring is more—much more--than a way of 
releasing money. Factoring must relieve the client of 
all sales accounting, provide credit management and 


he Pros and Cons of —" as seen by users and non-users. 


«Foca have fluid money to spend." 


"I suppose if you had no liquid 
assets you would have to factor." the firm. 


) gained by using one." 


"We do not insure bad debis. 


just make sure we do not have any," | 


. "One of our suppliers uses factoring. 


|! It didn't imply to me that they were | with the larger businesses," 


in financial difficulties. I+ was š strength for them to take you on." 
just to their convenience," "We might have to create "We have not had. any redundancies < 
redundancies.” B we have just run down our staff 
E through normal wastage." 
A "Credit Factoring would not do 
"You would lose your image, lose I : , 
| à your customers; they geta more anything to upset the relationship 
li gentle treatment from our own staff." | between us and cur customers," 


"Factoring is a greater thing in 
export than in home selling because 
the complications in exporting." 


w t 


The British Market Research Bureau Ltd, who 
conducted the survey, found that users of Credit 
Factoring Ltd were pleased with the service. 

Any National Westminster bank manager will be 
delighted to point the moral for you. Or, if you 
prefer, please write or telephone Christopher Blower 
`of Credit Factoring at: Smith House, P.O. Box 50; 
Feltham, Middlesex. Telephone 01-890 1390. 


'Factoring is far too expensive. 
n is nothing to stop any self- 
respecting person going to the bank," M 
Factoring is additional expense to 
No extra income is 


"Factoring is bad for your image \ 


. NatWest would like to 
^ change your mind about factoring. 


give a 100% guarantee against bad debts. Offer, ina word, 
service. Credit Factoring Ltd operate this way. And, as 
the table below shows, it’s the service aspect that people 
who use factoring find most important. It also shows that 
the more you know about factoring, the better you like it. 

An elegant demonstration of the difference between 
ignorance and bliss, 





Users 


‘CONS 



































| "I do not think the cost is much more 
y and you gain in terms of service." 

| "We expand by over 33% a year and 

y factoring is for us." 

N "If you quadruple your business you 
cán carry it up without going for 
qutside capital.” 

Ve are an expanding firm and Credit 
Í factoring gives us a 100% guarantee 
d against bad debts," 

"Factoring is good for the image. 
Customers feel you must be cf some 


We 


d "We employ a credit factor for our 

E export trade, which works exceedingly 
well. It is an advantage for the cus- 
tomers to pay in their own currency." 
"It is nice to know that the money 
will be in by a certain date. With 
‘the. old system we had no idea when to 
expect payment." 

"The advantages are: regular cash 
flow, no bad debts, you know how much 
it is going to cost, and most impor- 
tantly, if we didn't factor we would 
| have to attract quick payment by 
hl WE dis Q nis." 





& Credit Factoring Limited 


A member of the National Westminster Bank Group 


Foreign Branches in: Benelux, Canada, Denmark, Finland, France, 
Italy, Republic of Ireland, Sweden, Switzerland, U. S.A. and West Germany. 
Local Agents in all other principal world markets, 
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The Role of Government / 


HATEVER the causes of any crisis or malaise in the 
national economy, the vast majority of the electorate 
will blame the government in power; correspondingly, it 
will look to the same source for remedies. In such cir- 
cumstances, other groups and individuals are entitled to 
give their views. | 
One interesting contribution to the debate on mflation 
and incomes policy was made by the President of the 
Confederation of British Industry, Mr Michael Clapham. 
He made the valid point that the Government can neither 
be, nor can it be seen to be, impartial in its intervention 


in pay disputes. Responsible as it is for the employment of 


some six million workers, for almost half the capital 
investment in the economy and for controlling some of the 
major industries, it is understandable that it should wish to 
regulate the level of pay in the public sector, not least by 
intervening in the private sector’s pay negotiations. 

When such considerations are coupled with the trades 
unions’ hostility to the Industrial Relations Act, it is 
understandable that Mr Clapham should consider the 
desirability of transferring responsibility for the public 
-sector employees’ pay structure to some more suitable 
but representative body. 

This is an interesting argument and, inevitably, the case 
for it must turn upon the type of representative and 
negotiating body which could be devised. And this surely 
is the rub. What do we mean by ‘representative’? Neither 
industry nor organized labour seems ready fully to recog- 
nize that pay negotiations on a national basis, for that is 
what modern collective bargaining is about, cannot be 
entrusted merely to the interested parties. In a genuinely 
competitive society in which most industries are not 
dominated by a handful of firms, where labour is mobile 
and can be deployed as the employer requires, there is 
every reason for allowing market forces to ensure that, in 
the longer run, consumer interests will be protected. 

But this is not the situation in modern industry or in the 
. labour market. A major constraint is the need to remain 


competitive in the world's markets. Given the insistence 
of organized labour upon the maintenance of differentials 
(not to mention rates) which sometimes owe more to by- 
gone traditions than to the requirements of the economy, it 
is unthinkable that any key industry be left to its own 
devices in pay disputes. One has only to look at the effects 
on pay structure in the engineering industry in consequence 
of the impact of the automobile industry, or the miners and 
dockworkers on manual labour generally, to recognize the 
danger. 

In short, as has been observed in these columns before; 
pay negotiation is nowadays too important a matter to be 
left to industry alone. Short of creating a powerful con- 
sumer association with ample funds and power, the 
Government must retain its right to intervene. 

While it is possible to discuss rationally such proposals 
as Mr Clapham has put forward and, in the longer run, 
some such development is possible, the same can hardly 
be said of the Labour Party's policy discussion paper in 
respect of its views on incomes policy. The real tragedy is 
that vague assertions about price controls, whether they be 
flexible or not, even vaguer reference to ‘reasonable’ wages 
and an apparent readiness to subsidize ‘lame-duck’ con- 
cerns and industries — including sections of the nationalized 
industries — indefinitely, may actually persuade the mass of 
the electorate that these are policies which will enlarge the 
national cake and raise living standards generally. 

The Labour Party is perfectly entitled to demand 
greater equality in society, even at the expense of economic ` 
growth. It is perfectly legitimate to advocate subsidies out ` 
of taxpayers’ money to subsidize declining industries or ari 
ageing labour force in particular industries where rapid 
redundancy is not practicable. But there is an obligation.on 
the part of politicians not to confuse in the lay püblic's 
mind social and economic objectives, which often conflict, 
and ignore the costs. 

On this particular count the Scottish "bed Party 
discussion paper on taxation and social security policy 
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has much to commend it. In place of generalizations on re- 
distributing wealth through new taxes, etc., this document 
does endeavour to spell out both a policy and its practical 
implications. Perhaps something like this will emerge from 
the future debates on the Labour Party's discussion policy. 
document. 

It is not for the accountancy or any other profession to 
involve itself in political affairs; these can and must be left 
to the professional politicians. We have to recognize that in 
democracies politics is the art of the possible. On the other 
hand, the future of the national economy and not least the 
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standards of our society, depend heavily, to put it no 
stronger, on the contribution which professional men and 


women can make. They are as entitled as any other in- 


dividual or organization to put forward their ideas on the 
future. | | 

For the moment, all that we would ask is that the debate 
on the economic future of this country should be directed 
to urgent relevant issues with the same regard for 
intellectual integrity as the professional accountant is 
required to display in the preparation of a company 
prospectus. 


Distribution of Wealth 


|: recurring need to consider the fairness of the 
existing incidence of taxation and the changes which 
public policy requires was illustrated by the publication 
last March of the Green Paper on the possible substitution 
of a cumulative inheritance tax for estate duty (Cmnd 
4930, The Accountant, March 30th). To provide a basis for 
this and other studies it is desirable that there should be 
available information both consistent and reliable as to the 
change in the pattern and distribution of income-yielding 
wealth. One does not so much require a balance sheet as a 
graph indicative of movement over a representative 
period and offering a possible indication, on a statistically 


valid basis, of the trends from which future developments 


may be conjectured. . 

The scale of the information gathered by the Inland 
Revenue offers the most promising source of statistics in 
this context, despite the limitations inherent in the manner 
in which income is attributed for tax administration 
purposes. Given the inconclusiveness of the particulars of 
wealth passing at death on which estate duty 1s based, it 
may be said that the distribution of income offers a valid 
guide to the owners of profitable wealth and those in 
command of the resources to increase their wealth by 
saving. i 

Since 1950, surveys have been conducted by the Inland 
. Revenue — annually in the last decade — of which the most 
recent Survey of Personal Incomes for 1969—70 represents a 
deferred instalment of the already published Inland 
Revenue Statistics 1972. Although based on a sample of 
nearly one million units of liability to tax — a grouping 
with a fair approximation to the family — the survey 
excludes earners below the threshold of liability to PAYE, 
which has risen from {£135 in 1950 to £330 in 1970. 
Moreover, the exclusion of income by way of social 
security or other grants not taxable means that the field 
from which information is drawn is weighted towards the 
higher incomes. This may not be material when considering 
wealth, but inflation has a more general distorting effect. 

_ The principal statistical tools used to interpret the data 
are the Gini coefficient, which measures the divergence of 


incomes from the average over a complete distribution; 
and the Pareto curve, which offers a more reliable indication 
over a shorter range. This latter was used to examine the 
relationship between incomes before and after tax. Hence 
we are told that, in short, the broad picture of the last 
20 years is a tendency for variations between incomes to 
diminish. 

In the absence of corrective action the effect of inflation 
of monetary incomes is to increase revenue, because 
individuals find their incomes squeezed into categories 


which in a progressive system exact more tax. It is signifi- 


cant that the median income before tax rose from {320 in 
1950 to £1,170 in 1970, while the upper quartile increased 
from {450 to £1,630. Earned income now contributes 80 
per cent of total net income so that the disparity between 
incomes after tax was widened by the reforms of earned 
income relief in 1957 (extended to £9,945) and 1961 
(surtax relief). The substitution of a lower effective rate on 
all earned incomes from 1972 onwards will accentuate this - 
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trend. For Investment incomes, however, the revised scale of 
surtax taken in conjunction with the holding back of the 
investment surcharge from the first £2,000 will represent 
the first significant amelioration of the burden of tax on 
such incomes other than the highest. 

Although the recent Labour Party policy discussion 
document suggests that the shareholding class may be 
getting steadily richer as the result of economic growth, the 
survey records that dividends, rents and annuities in fact 
have fallen as a proportion of total income, We wonder if 
state ownership of equities might be less productive of 
revenue than capital gains and inheritance taxes on changes 
of private ownership, allied to income tax which can attain 
go per cent on investment incomes above £20,000. 

In the closing stages of the debate on the 1971 Finance 
Bill, Mr Marquand (Ashfield, Lab.) had sought to intro- 
duce a clause that would require the Board of Inland 
Revenue to publish an annual report on the distribution of 
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privately-owned wealth in the United Kingdom and the 
impact thereon of taxes on capital. Although this was 
rejected on grounds of administrative impracticability, it 
is right that every effort should be made to utilize the 
existing sources of information, and the Revenue have 
broken fresh ground in the 1969-70 survey by basing the 
regional analysis on residence rather than place of work. 

Perhaps the greatest social significance attaches to the 
trebling of the proportion of wives’ earned incomes between 
1950 and 1970. The isolation of this factor may lose its 
completeness if future statistics do not distinguish volun- 
tary separate assessment cases from other units, commenc- - 
ing in the current year. Evidently the modest but distinct 
trend towards equalization of incomes for which the 
Gini coefficient is evidence will gather momentum with the 
move towards equal pay for women so that ultimately 
individuals within a narrower range of earnings may 
expect to bear the brunt of the tax load. 


` 





SEC Rules on Audit 


Objectivity 


UIDELINES issued recently in 

America by the Securities and 
Exchange Commission remind audi- 
tors of companies that they must not 
only be independent in the discharge 
of their professional functions, but 
must also be seen to be independent. 
Amongst examples given, In the 
course of a 16-page statement, of 
situations in which independence may 
be or may seem to be compromised, 
the SEC states that an accountant 
cannot objectively audit books and 
records which he has maintained for a 
client. 

"Ihe performance of these services’, 
it 1s stated, ‘whether accomplished 
manually or by means of computers 
and other mechanized instruments, 
ultimately places the accountant in the 
position of evaluating and attesting 
to his own record-keeping’. 

Smaller practitioners, both in he 
USA and elsewhere, may well feel 
that the SEC has taken an extreme 
and, indeed, unrealistic view. An 
auditor is not to be regarded as a 
detective with a specialized knowledge 


of accounts, and the primary objective 


of an audit is not to furnish an in- - 


dependent check upon this or that 
person’s work, but to provide an 
objective scrutiny of accounts by a 
competent accountant who is not 
subject to the control of the directors 
or proprietors of the business. Re- 
membering the auditors duty to 
satisfy himself of the proper perform- 
ance of each step from source data 
to final accounts, the fact that he may 
take over one client's records at an 
earlier stage than another's is not of 
itself significant; the maintenance of 
separate accountancy and audit teams, 
it has been argued, can only result in 
staffing difficulties for the practitioner 
and additional expense for the client. 


Invisible Earnings 


LTHOUGH the balance of external 
trade in recent months has not 
been as strong as last year, Britain's 
earnings on invisibles continue to 
grow. In 1971 gross private invisible 
receipts totalled nearly £5,200 million, 


against which was offset a total of some 
£3,800 million of payments on the 
invisibles account. The balance of 
private transactions of nearly {1,400 
million was further reduced by the. 
deficit of some {700 million on 
government account. In the event, out 
of the record external current account 
surplus last year of £952 million, net 
invisible earnings accounted apr £655 
million. 

In its review of the utasa the 
Committee on Invisible Exports bë- 
lieves that there will be only slight 
growth in the present surplus on 
private invisibles account, since the 
special factors which boosted their 
growth in the past four years have 
disappeared. The floating of sterling 
last month has introduced what the 
Committee describes as “great un- 
certainty’ into its forecasts. It con- 
tends that any gains from an eventual 
reduction in the external value of 
sterling may be outweighed by in- 
creased uncertainty to trade in the 
meanwhile, by possible currency and 
exchange control retaliations. 

A marked feature of the current 
level of earnings is the £433 million 
of earnings from tourism, which 
compares with a total of £540 million 
for the net earnings of financial 
institutions and {402 million from 
shipping. The figure for tourism is 
virtually twice as large as that for 1966 
but the Committee states that by 1972 
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and 1973-this account could be in 
deficit by virtue of spending overseas 
of British tourists. The expected up- 
turn in British company profits will 
also probably lead to higher invisible 
payments abroad. 

Overseas earnings of British firms 
of professional accountants, as pre- 
viously noted in The Accountant, 
make a significant contribution to 
the total, and one which is expected 
to continue. In these circumstances, 
it is surprising to note that the pro- 
fession is not at present directly 
represented in membership of the 
Committee on Invisible Exports. 

In his statement, the chairman of the 
Committee, Sir Cyril Kleinwort, em- 
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phasizes the importance of invisible 
earnings; the invisible surplus, he 
says, 'has been all that has covered a 
visible net deficit for many years’. 
At the same time, large surpluses on 
private invisible transactions in recent 
years have to some extent been affected 
by non-recurring transactions; Britain 
will have large payments to make to 
the EEC budget after 1973, and whilst 
the short-term future for British 
exports of products may be de- 
teriorating, the volume of visible 
imports is strongly rising. Taken 
together, Sir Cyril concludes, these 
factors make a strong case for the 
utmost official encouragement of 
Britain's invisible exports. 


Going Metric — But Slowly 


PPONENTS of the introduction 

of the metric system into everyday 
life in Britain may be surprised to 
learn that the United Kingdom ad- 
hered to the International Convention 
on Weights and Measures (which 
recommended international use of the 
metric system) as long ago as 1884, 
and that the use of metric units has 
been legal for most purposes in the 
UK ‘since 1897. In 1965, the then 
Federation of British Industries (now 
the Confederation of British Industry) 
reported that a majority of its mem- 
bers favoured adoption of the metric 
system: as the primary and ultimately 
the only method of measurement to 
- be used in Great Britain. This was 
supported by the (then) Government, 
and the year 1975 was set as the target 
date by which the greater part of 
industry should have effected the 
change. . 

A recent letter from the CBI to 
member firms claims that it 1s up to 
industry to take the initiative and give 
a lead in continuing progress towards 
` metrication; the task of re-establishing 
firm. target dates, 
be faced. The CBI also hopes to 
see the Metrication Board launch a 
_new: publicity campaign aimed at the 
general public, to dispel the present 


it is said, must- 


unfamiliarity with metric units and 
sizes, and to allay anxiety about the 
potential effects of the change. This 
is particularly necessary if the retail 
and distributive industries are to 
complete their own metrication :pro- 
grammes. 


With the assistance of the British 
Standards Institution and the Metrica- 
tion Board, Cambridge Consultants 
(Training) Ltd has recently produced 
a Managers’ Handbook on metrication, 
which has been adopted by the Stand- 
ing Joint Committee of Industrial 
Training Boards as one item in their 
series of training aids. The great 


majority of the world's countries are 


already using or in progress of con- 
version to metric units, the only other 
non-metric countries of any size 
being the: United States, Alaska, 
Rhodesia and Burma. Amongst major 
British indüstries, the adoption of 
metric standards in materials, design 
and construction. will be well ad- 
vanced by the end of 1972 and is 
expected to be completed by 1975. 


The second part of the Managers’ 
Handbook includes a number of useful 
tables of metric units, symbols and 


conventions, conversion factors and a. 


glossary. 
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Multi-National 
Companies 


ONCERN about the economic 

effects of the activities of multi- 
national companies has again been 
expressed in Parliament. Questions 
addressed recently to the Prime 
Minister by Mr J. W. Ashton (Not- 
tinghamshire, Bassetlaw, Lab.) sug- 
gested that these companies were now 
bigger and stronger than the British 
government, and were in a position to 
move jobs, work and currency around 
in such a way as to create havoc with 
government policies. 

Replying to Mr Ashton, the Prime 
Minister indicated that he did not 
accept these assumptions. The activi- 
ties of multi-national companies were 
being widely studied, and they were 
subject to United Kingdom company 
law in the same way as any home- 
based company. Any company trading 
overseas had a certain scope for 
currency movement in making receipts 
and payments abroad, and this facility 
was not limited to multi-national 
companies. 

In reply to a further question from 
Mr C. F. Fletcher-Cooke, oc (Lan- 
cashire, Darwen, Con.) the Prime 
Minister said that there was no 
evidence that the activities of multi- 


- national companies had contributed 


significantly to movements of funds 
affecting the deutschemark and ster- 
ling. The Government would consider 
any information suggesting that such . 


- companies were functioning in a 


manner 


contrary to the national 
interest. | 


Management Salaries š 
Survey 


ALARIES of young accountants 

in general are rising fast to keep 
up with housing costs and with the 
present considerable shortage of young 
management and cost accountants. 
This is one of the conclusions of the . 
latest half-yearly salary survey pub- 
lished by Management Personnel, of 
Guildford. 

Within the area of the survey — the 
south and south-east region — there 
remains a small but significant salary 
differential between members of differ- 
ent accountancy bodies, no doubt 
reflecting the personal. preferences of . 
employers as much as the merits -of 
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the incumbents. The highest indi- 
vidual salary for a chartered accountant 


(in the 35-39 age group) was £5,000, 
compared with maxima of {£4,500 


for members of The Institute of Cost : 


and Management Accountants and 
£4,350 for certified accountants. Ac- 
countants in general tend to be as well 
or slightly better paid than company 
secretaries, though the latter appear to 
reach their peak at an earlier age; 
at least one member of The Institute 
of Chartered Secretaries and Ad- 
ministrators was earning £4,350 while 
still under 35. 

House prices are at present a 
complicating factor in recruitment, as 
they seriously restrict the movement 
of managerial staff. Management re- 
dundancies in the south-east are 
currently running as high as 15 per 


-— 


THE 


‘ACCOUNTANT 


cent — a high figure when it is remem- 
bered that this area provides the best 
potential job market. 


UEC 73 in Spain 


ADRID has been chosen as the 

venue for the Seventh Congress 
of the Union Européenne des Experts 
Comptables, Economiques et Finan- 
ciers (UEC) from October rst to 5th, 
1973, by courtesy of the Instituto de 
Censores Jurados de Cuentas de 
España. 

Final programme details have yet 
to be settled, but the probable frame- 
work of the congress will include 
papers on the treatment of changes 
in the purchasing power of a country’s 
currency in financial statements; the 
role of the accountant in business 


English Institute Council 


Changes 


R CLAUDE CROXTON- 
SMITH, M.A, LL.B., F.C.A., 
President of The Institute of Char- 
tered Accountants in England and 
Wales in 1970-71 and senior partner 
of the firm of Watling & Partners, of 
Bristol, is retiring from the Council of 
the Institute on reaching the age of 70. 
A member of the Council since 1956, 
Mr Croxton-Smith has served on 
several of its principal’ committees, 
including five years as vice- -chairman 
and one yeàr as chairman of the 
Investigation Committee. 
His presidency coincided with a 
particularly difficult period in In- 
stitute affairs, including rejection of 
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the integration scheme, but through- 
out this period of personal disappoint- 
ment, Mr Croxton-Smith maintained 
those qualities of dignity and friend- 
liness which made him one of the 
best-loved Presidents of modern times. 
Mr John Foster Allan, F.c.a., of 
Liverpool, has unfortunately been 
obliged to resign from the Council on 
medical advice. He had been a member 
since 196r, including three years as 
vice-chairman of the Investigation 
Committee. A partner in the firm of 
W. E. & H. R. Stacey, he was one of 
the speakers at the 1967 business 
session on “Some Problems of the 
Smaller Practice’. | 
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combinations; and the use of mathe- 
matical techniques. 

Present plans provide for opening 
and closing sessions and a series of 
discussion groups, panel . meetings 
and the plenary sessions, with simul- 
taneous translation into English, 
French, German and Spanish. Other 
events are likely to include a reception 
on the evening of Monday, October 
1st, a concert on October 3rd and a 
banquet on October sth. 
` Registration fees, exclusive of hotel. 
expenses and excursions, have been 
quoted as in the. region of £75 for 
participants and £45 for accompany- 
ing persons Members of UEC- 
affiliated bodies of accountants who 
are interested in attending the 
Congress are invited to notify the 
secretariat of their own body. 


Questions in Parliament : 
ONTROL of financial advertise- 


ments features in a question for 
answer in the Commons next Tuesday. 
Mr Robert McCrindle (Cons., Bil- 
lericay) is to ask the Secretary of 
State for 'Trade and Industry whether 
he is satisfied with the present position, 
and whether he will make a statement. ` 
The same department faces a re- 
quest from Dr John Gilbert (Lab., 
Dudley) that there should be an 
extension of departmental powers to 
regulate trading in stocks and shares 
by possessing inside information. - 
Mr Phillip Whitehead (Lab., Derby, 
North) asks what representations the 
Secretary of State has received about 
his responsibility for the economic 
and social consequences of asset- 
stripping, and what replies he has sent. 


LVs Stay At 15p 


TTEMPTS to raise the value of 
tax-free luncheon vouchers above 
the present ‘tea and bun’ level of 15p 
for each working day have again 
proved unsuccessful. During the re- 
port stage of the Finance Bill this 
week, Mr R. E. Sheldon (Lab., 
Ashton-under- -Lyne) moved an 
amendment to increase the tax-free 
value to 30p; the present 15p limit, he ` 
said, had been set as long ago as 1948, 
and no longer bore any relation to the 
cost of a solid lunch. 
Replying for the Treasury, - Mr 


38 


B. W. F. Nott, Minister of State, 
said that subsidies: in Civil Service 
and works canteens were stil close 
enough to 15p to enable the present 
value of untaxed vouchers to be 
defended on grounds of compara- 
. bility. 

. There was nothing to prevent an 
employer from issuing vouchers to a 
greater value than 15p a day, but 
above that value they would be tax- 
able. 

Mr Sheldon's amendment was de- 


feated by a vote of 213 to 192, a. 


Government majority of 21. 
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Payment of Wages 


pou T of wages to manual 


workers in cash, formerly a legal 
requirement under the Truck Acts, 
was substantially varied by the Pay- 
ment of Wages Act 1960. Over a 
milion manual workers are now 
receiving payment in non-cash form, 


and a survey conducted on behalf 
of the Department of Employment 


suggests that about 20 per cent of all 
employees, manual and non-manual, 
who are at present paid in cash would 
prefer other methods of payment. 


Regulated Accounting 


in Holland 


OLLAND has gone: measurably 
ahead of the practice in several 
other. European countries in the statu- 
tory regulation of financial reporting 
for a variety of enterprises. The 1970 
Wet op de Jaarrekening van Onder- 
nemingen (Accounts of Enterprises 
Act) applies, in the words of an 
English translation and explanatory 
. notes issued earlier this year by the 
Nederlands Instituut van Register- 
accountants, to fall enterprises whose 
economic activities justify further 
statutory regulations concerning their 
annual accounts’. Thus the Act is 
specifically applicable to accounts of 
public and private limited companies, 
co-operative societies, mutual insur- 
ance companies and. other. “legal 
entities with a co-operative nature, 
even if not a co-operative society’. 
The primary aim of the Act is that 
“a satisfactory insight into the financial 
position . of. the. company? can. be 
gained from its annual accounts. “To 
meet this general objective, there are a 
number of specific rules for the dis- 
closure and classification of items in 
the profit and loss account, balance 
sheet and notes; it is also stated that 
these are to be regarded in the light of 
minimum . requirements, and that 
further information may be required 
if necessary to give a ad 
insight in the particular case. | 
Annual audit by a. eunt: 


ant is compulsory in the case of public ` 
and the larger private companies, . 


inajor co-operative societies and agri- 





cultural credit corporations. 'l'here are 
additional provisions giving interested 
parties a right of appeal to a specially- 


` constituted court, which has power to 


give directions concerning the prepara- 
tion of annual accounts. Decisions of 
this court will establish precedents for 
the future, and disregard of its orders 
is punishable in a manner comparable 
to the breach of an injunction under 
Anglo-American law. 

"Natural persons', partnerships, and 
unincorporated associations other than 
co-operatives are not within the scope 
of the Act. In extending the statutory 
audit requirements only to major 
enterprises, the Legislature appears to 
hàve borne in mind that, in small and 
medium-sized businesses, those who 
provide capital will also be sufficiently 
in touch with the business to ensure 
that the requirements of the Act have 
been complied with. 
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A report published last week by a 
committee of the National Joint Ad- 
visory Council, set up originally in 
1939 to advise the government on 
matters of common interest to em- 
ployers and workers, describes the 
movement away from payment in 
cash as ‘an evolutionary process which 
can best continue with the goodwill 
and co-operation of all concerned’. 
Whilst recognizing the advantages in 
certain circumstances `of non-cash 
methods of payment, the committee 
does not recommend that such methods 
should be made compulsory. 


Advantages of payment other than 
in cash — for instance, administrative 
convenience and the reduced risk of 
robbery — generally favour the em- 
ployer;.some employers have found it 
necessary to meet employees' bank 
charges as a condition of accepting 
alternative methods of payment. Gen- 
erally, however, a reversion to cash 
payment is infrequent once other 
methods have been agreed. 


The lack of adequate cash sidis 
drawal facilities at banks and post 
offices is probably the most serious 
obstacle to the extension of non-cash 
methods of paying wages. Both the 
banks and the post office: consider 
that they could cope with an increase, 
provided that it was reasonably stag- 
gered; an eventual solution 1s seen in 
the wider use of. automatic cash 
dispensing machines. 


‘Stabilizing Employment. 


TU ability of the Government to 
regulate the economy in such a way 
as to ensure price stability, rising 
output and full employment is, judg- 
ing by post-war experience; rather less 
than. was at one time believed by 
economists. In a symposium of papers 
published by. the. Foundation for 
Business. Responsibilities under the 
title The Shórt-term Regulation of the 
National Economy (£1:25) four ex- 
perts reflect on the state of present ` 
knowledge in these matters. Dr 
Bracewell-Milnes, Economic Director 
of the CBI, is distinctly sceptical, in 
contrast with Sir Donald MacDougall’s 
more hopeful reflections based on his 
experience as Head of the Govern- - 
ment Economic Serivce. 


Mr Noel Moloney, of the Ford 


` Motor Company, reviews the vagaries. 


of government regulatory policies and 
their effects upon the motor industry 
and finds no justification for those 
policies in terms of their effects on the 
economy generally. Professor R. J. 
Ball, recently appointed Principal of 
the London Graduate School of 
Business, considers the extent to which 
an incomes policy with its attendant 
political costs 1s a fair price for avoid- 
ing inflation. In pursuing the objective 
of full employment, it may be, he 
contends, that we will have to accept 
more inflation than we would ideally 


like. 
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In a pamphlet entitled Unemploy- 
ment: The Wider Issues (15p), pre- 
pared for the Working ‘Together 
Campaign, Professor A. R. Ilersic, 
of Bedford College, University of 
London, questions the efficiency of a 
policy of general expansion as a means 
of reducing unemployment. While a 
buoyant economy is essential for 
economic growth and the adoption by 
labour and management of new pro- 
duction techniques, fiscal and mone- 
tary policies must be supplemented by 
other methods. In particular, re- 
training facilities for the unemployed 
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workers from contracting industries 
must be expanded and special con- 
sideration must be given to the diffi- 
culties of the older white-collar worker. 
In the case of local unemployment 
in development areas, provision for 
moving workers or encouraging them ` 
to travel to more distant work may be 
necessary adjuncts to ihe customary 
policies Subsidies to ‘lame-duck’ con- 
cerns are not, contends the author, 
in the longer term interests of either 
the workers or the national economy 
any more than is a policy of work- 


sharing. 





THIS IS MY LIFE 


Some Are Never 
Satisfied 


by An Industrious Accountant 


LETTER arrived from a Mr Brown to explain that, 
as a shareholder of long standing, he’d like to visit the 
. Store and have a chat about our prospects. He suggested 
a date and time. 'The register showed him to have held a 
few thousand shares for many years past, but nobody in 
the office could remember ever seeing him. I confirmed the 
appointment. 

He was a little man with big innocent eyes and a bene- 
volent expression. He thanked me cordially for seeing him, 
settled down in his chair and produced a sheet of foolscap, 
blue-black with tiny writing. Just some notes on our last 
year's accounts, he smiled; now, would this year's profit 
be up substantially? 

Once in my younger days I had been indiscreetly over- 
informative to a similar sort of inquirer, but once was 
enough. Our shareholders could expect a brief note of the 
half-year's figures in due course, I explained; no other 
details of significance were available; however, I would 
gladly fll him in on the general picture of trade and 
turnover. 

He looked at the ceiling in faraway fashion. Our dividends 
had been sadly disappointing over recent years, he said; 
shareholders were gravely concerned; he must really 
consider taking drastic action unless substantial improve- 
ments could be promised. 

I corrected his inaccuracies gend pointing out the 
increased percentages and the bigger net sums paid, but 
hé wasn't impressed. His finger followed some lines on his 


foolscap. Taking the cost of living to have risen at an 
average of at least 7 per cent for the last five years, and 
over 4 per cent for the previous five, dividends had in fact 
been effectively halved: Surely shareholders were justified 
in complaining? 

I brought my big guns into play. We ourselves had 
reviewed the position but our conclusions were different. 
His figures were not correct. We had in fact beaten infla- 
tion by quite a handsome margin. Just look at this graph, 
showing actual dividends for 15 years back, and the two 
rights issues; not to mention the capital appreciation in the 
share values as reflected in the Stock Exchange quota- 
tion.... 

He wasn’t listening. Applying his figures to our annual 
profits, he insisted, the picture was one of near disaster. 
According to this expert economist writing in last Sunday’s 
newspaper (he showed a flashy cutting) we were showing 
revenue results in 1972 pounds compared with assets shown 
in pre-war pounds in some instances. That meant that, we 
were actually losing money. He presumed it wasn’t our 
intention to delude the shareholders, but he would have to 
propose a motion of censure at the annual general meeting. 

Resisting an unworthy impulse to reply in four-letter 
words, and mindful of our profession’s long tradition of 
Olympian calm under the strictures of the ignorant, I told 
him bluntly that his half-witted journalist was talking 
through his silly hat. It was notorious that if all the econo- 
mic pundits in the country were laid in a straight line they 
would never reach an accurate conclusion. Our assets had 
in fact been revalued more than once; the resultant capital 
reserves had been distributed to our shareholders... . 

It was clear, he said gravely, that the directors were 
dissipating the shareholders’ assets. A petition to restrain 
them, or else to wind up the company, was indicated; He 
would have to consult his solicitor immediately; perhaps 
I would be good enough to advise the directors of his 
views? 

It occurred to me that he might need to RT a’ doëtot 
rather than a solicitor; but it would be EE if he 


turned’ out to be right. GES 








xation in the Seventies 


Association's Week-end School at Cambridge 


EW professions are more affected by 

“F tax legislation than that of account- 

.ancy, and this year's week-end school of 
"The Association of Certified Accountants 
at St John's College, Cambridge, from 
- Thursday to Sunday of last week, on 
"Taxation in the Seventies’, was most 
‘timely in that the profession is now 
-in. the throes of grappling with the 
_ problems of the proposed tax changes and 
-VAT in particular. 

_ Deputizing for Mr Alan Nelson, 
POCA, F.T.LL, the Association's Presi- 
— dent; Mr T. O. W. Newman, F.C.C.A., 
COFOCILS, the Vice-President, opened the 
` school last Thursday evening, and rightly 
forecast that there would be many an 
"interchange of ideas on the conference 
theme. He then introduced Mrs Hilda 
"Wilson, B.A., Barrister, who, in an in- 
- formal address, traced the Government's 
< recent fiscal policy. She did not take the 
"view of one of her colleagues that the 
. Chancellor's latest . fiscal policy was 
- the persecution of the monied classes. 
"The ‘current package’ was designed to 
"encourage investors. All of this, she con- 
` duded, was a good start towards a 
simplified tax system. 

A good ‘starter’ to the school on 
Friday morning was the controversial 
topic of VAT. Mr G. E. Whitman, 
F.C.C.A., A.M.B.LM., Chairman of the 
Association's Taxation. Committee, had 
prepared a hefty 50-page paper on the 
subject. It explained among a host of 
other factors, the general principles of 
VAT, including a survey of its main 
characteristics in the EEC and various 

facets of its likely effect in the UK. 


ap 


_ Lack of details 
Vir Whitman regretted, like so many 
thers, that the 1972 Finance Bill left 
ost of the details to subordinate 
ion which will not be laid before 
ament until the Act has been passed. 
ere were, he reminded members, 34 
provisions and until these were 
jit could not be said that 
ad been made known to the 
» be affected by it. Industry 
ssion had been left with a 
adequate time to prepare 
w system. In short, the transi- 
iod. would obviously prove to be 


















more complex and burdensome than 
decimalization ever was. 

The flood of questions put to Mr 
Whitman following the usual pattern of 
group discussions were evidence, if such 
were needed, of the concern over the 
additional work-load VAT will present. 
Indeed, an additional question period had 
to be slotted into Sunday morning’s 
programme. 


Personal taxation 


A useful contribution to the school’s 
theme on Friday afternoon was a paper 
on ‘Personal taxation in the seventies’, 
by Mr K. R. Tingley, r.C.C.A., taxation 
consultant, Taxation Publishing Co. As 
further emphasis of present-day tax 
changes, the author’s paper pointed out 
that the existing structure of personal 
income tax and surtax will be changed 
to form a unified system of graduated 
taxation on April 6th next year. 

With the possible exception of capital 
gains tax, most taxes will shortly be 
substantially amended in application and 
administration. Mr Tingley's paper stated 
that those responsible for these changes 
could well argue, and not without justifi- 


cation, that the changes would lead to a 
more realistic attitude between one tax- 
payer and another. He nightly questioned 
whether this would be appreciated by the 
busy practitioner required to absorb the 
many changes. 

On minors, Mr Tingley emphasized 
the advantages to come under the new 
system of settlements by grandparents, 
the need to maintain child allowances, 
and the advantages from capital settle- 
ments made by parents. Other advantages 
under the proposed unified system in- 
cluded, he said, no further calculations 
of earned income relief, and the elimina- 
tion of surtax. 

On Saturday morning the third paper, 
on “Corporation Tax', by Mr C. 
Matterman, A.C.A., F.C.C.A., A.T.LL, group 
accountant and secretary, City Acre 
Property Investment Trust, came under 
discussion. 'To some extent, the future 
system of corporation tax is dependent 
upon Britain's entry into the Common 
Market and on future harmonization 
within the Community, and Mr 
Matterman's paper raised the interesting 
points that out of the three systems at 
present in being among the member 
countries — the dual rate, the imputation 





Mr R. C. Waldron, F.C.A., F.C.C.A., left, in conversation with Mr K. C. Peters, F.C.C.A., a member 
of the Council of the Association, and Mr Dennis R. Hayward, LL.B., F.C.C.A., Technical 


Director of the Association. 
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and the classical — it was, in his view, the 
second of these that would prevail. 

Whilst this was a difhcult subject to 
deal with at question time due to the fact 
that the 1972 Bill had yet to be enacted, 
Mr Matterman nevertheless dealt ably 
with a host of questions. 

Asked whether he agreed that the bias 
of taxation against controlled companies 
for 50 years had gone on long enough and 
that in the interests of encouraging 
enterprise in small businesses there 
should be an abandonment of this 
except in the case of deliberate avoidance 
on a large scale, Mr Matterman said one 
could not quarrel with the basic concept 
of the close company. 

He referred his questioner to the paper 
in which he stated that the Revenue had 
been far too restrictive in their attitude. 
The 1972 Finance Bill to some extent 
alleviated the position and was a move in 
the right direction. 

Answering a question on how the 
imputation system would affect cash 
flow, Mr Matterman stated that so far 
as this was concerned there was very little 
effect at the time dividend was paid 
between existing legislation and that 
proposed under the Bill except that a 
benefit would accrue on the due date of 
payment of the mainstream liability by 
reason of the right to offset that corpora- 
tion tax already paid. 


Work of the IFA 


The school closed with a talk on "The 
Work of the International Fiscal As- 
sociation', by Mr Alun G. Davies, the 
President of its British Branch. 

Set against the background of the 
school's preceding papers, it was a talk 


Mt H Groves, A CCA and Mr D. J. Brewer, F.C.C.A., with Mrs Brewer and Mrs Groves. 
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of obvious interest to those present. The 
IFA studies the advancement of inter- 
national and comparative law in regard to 
public finance, and especially in regard to 
international and comparative fiscal law 
and the financial and economic aspects of 
taxation. In his paper, Mr Davies 
explained how the Association tries to 
carry out its aims by research into taxa- 
tion, by holding congresses and con- 
ferences, by publications and by col- 
laboration with official research groups 
such as the Bureau of International Fiscal 
Documentation at Amsterdam. The 
Bureau was, in fact, set up through the 
instrumentality of IFA. ` 


In the area of international and 
comparative taxation, its work is carried 
out partly through 22 national branches, 
partly through the discussion of specific 
subjects in taxation at annual congresses, 













partly through its permanent scientific. 
committee which supervises the tech- 
nical aspects of IFA, and partly through. 
IFA's consultative role with the Economic. 
and Social Commission of the United 
Nations. 

Membership of IFA includes ac- 
countants and lawyers specializing in 
taxation, economists, professors and ` 
lecturers in fiscal subjects, and govern- ` 


ment officials from revenue and treasury 


departments. Individual members con- 
sist both of those in practice on their own 


account in accountancy, law and allied 


subjects, and of businessmen recruited 
from the legal and accountancy pro- 
fessions. 

Membership numbers approximately 
3,500 from 82 countries. Founded as a 
European organization, IFA has become 
world-wide over the last ten years. It 
now has strong support in Latin America; 
its US branch is numerically the largest 
in IFA; and there is growing interest in 
its activities in the underdeveloped world. 


Guest Night dinner 


Mr Alan Nelson, F.C.C.A., F.T.LL, the 
Association's President, presided at Satur- 
day's Guest Night dinner when the 
principal guests included Mr J. A. Crook, 
President of the College; Mr J. Barton, 
F.LM.T.A., County Treasurer of Cam- 
bridgeshire and Mrs Barton; Mr TT. A. 
Bird, B.SC.(ECON.), | A.LM.T.A,, City 
Treasurer of Cambridge, and Mrs Bird; 
and Mr K. Marks, a.c.c.a., President of 
the Association's Cambridge and District 
Branch. ij 

During the course of the evening, Mr 
Franklin  Callaby, | F.C.C.A, — F.C.M.A., 
F.C.LS., was presented with a plaque 
bearing the Association's coat of arms ‘in 
recognition of the many years of sterling 
work which he had done for the As- 
sociation and as a member of its Council.’ 


One of the discussion groups in session. 
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GRUNDYS ` 
TAX HAVENS 


A WORLD SURVEY 


' Edited by MILTON GRUNDY, M.A.(Cantab.) 
SECOND EDITION 


This book contains the basic information about the 
principal tax- havens throughout the world and covers 
the territories of the Bahamas, Bermuda, British Virgin 
Islands, Cayman Islands, Gibraltar, Hong Kong, the 
Isle of Man, Jersey, Liberia, Liechtenstein, Luxem- 
bourg, Netherlands Antilles, New Hebrides, Norfolk 
Island, Panama and Switzerland, 

Tax havens are now a recognised part of the world’s 
financial geography. Grundy's Tax Havens will give 
the reader an idea of what can or cannot be achieved 
in the various tax havens, so as to enable him to 
decide, in the context of a particular problem, which 
territory best meets his needs. 


- 1972 


CHARLESWORTH and CAIN 


COMPANY LAW 


TENTH EDITION 
by T. E, CAIN, M.A.(Oxon.), 


Scottish Editor: -ENID A. MARSHALL, M.A., LL:B., 
PH.D. `! 


Charlesworth and Cain contains the most compre- 
hensive, clear, concise and practical statement of the 
‘principles of company law available to the student. 
Edited by an experienced teacher of the subject, it 
can be relied upon completely by the student for the 
legal professional examinations and by those other 
students, particularly accountants, seeking profes- 
sional and commercial qualifications. Charlesworth 
and Cain is also the first book for the lawyer in business 
and for the business executive who has to have a firm 
grasp of the legal framework within which he operates. 
The aim throughout this work. is to provide a lucid 
. and assimilable account of the legal background to 
the practical operation of companies. Out-dated 
material is removed in each edition and the result is 
that Charlesworth and Cain will maintain its place as an 
entirely modern, shorter text for both the student and 


practitioner. 
1972 Bound £2-25 net, Postage 26p. 


Paperback: £1:45 net, Postage 20p 


Sweet & Maxwell — Stevens 
Mail orders to: North Way, Andover, Hants 
Bookshop: 23 Chancery Lane | 
London WC2A 1LS 


£6 net. Postage 15p: 
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B card that 
‘gets you 10% 
off your bill 
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- Atdast money is talking sense. 


^ with the incredible new. ': 

| : Countdown Card. No, not 

| another credit card scheme: l 
"A. cash card which rewards a 
“you with big price reductions 
| every time you pay cash, or 


cheque, on the nail. | 


`Countrywide, in more than 70 towns, there are over 1,700 shops, stores, 


restaurants and services operating the Countdown “Reward for Cash" 
scheme, All listed in our 190-page Handbook — and easily recognised by ` 
the distinctive red' and blue sticker in their windows. 





So you can buy a suit, have it cleaned, stay at an hotel, have your hair done, 
go to the theatre — or what you wiil - AND SAVE AT THE SAME TIME. 
You'll have the exclusive right to buy fridges, cookers and other electrical 
goods direct from the Countdown Home Care Centre too — all at massive 
price reductions. 


And the membership fae? Just £3 a year. Money you could very easily 
save during our introductory offer. You. can't lose — and have everything 


‘to gain. First though — complete the coupon to get your Countdown Card 
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and Handbook free for three months. Without obligation. 


Then, if you don't like saving while spending, send it back — you won t 
have a penny to pay. Happy spending — and saving. / 
Promoted in the USA and Canada by BOAC. 
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Damages and Tax 


by H. S. A. MACNAIR, F.C.A. 


The recent decision of the Lands Tribunal in Rosenberg & Son (Tinware) Ltd v. Manchester 
Corporation has provoked controversy, both in the correspondence columns of The 
Accountant and elsewhere. Tax as an element in assessing damages has given rise to anomalies 
and some misunderstanding; in relation to compensation awards, there is a special niche 
for the skills exercised by accountants. Whatever lowering of barriers the future may: 

hold in store as between distinct professional skills, this subject is one Im. which joint action 
and mutual awareness of the special expertise each has to offer are of paramount importance. 


ECENT interest in the tax factor in the measurement 

of damages and compensation has by no means been 
confined to these columns. The correspondence was trig- 
gered off by the case of Rosenberg & Son (Tinware) Ltd v. 
Manchester Corporation (23 P & CR 68) which merits 
study, both by reason of the facts and the extremely lucid 
terms of the decision by the Lands Tribunal in the person 
of R. C. Walmsley, Esq., F.R.I.C.S. 

Curiously enough, the diminution in the amount of the 
award which reflected the tax gement: was only {£480 
in the context of a claim for £19,518. This outcome should 
not distract attention from the magnitude of the claim 
by the local authority, which sought a reduction of £3,069 
computed as 40 per cent of the {7,672 (that part of the 
£19,518 which measured removal expenses falling to be 
borne by the dispossessed trader). 

In some of the correspondence, the point has been made 
that the occasions ori which damages or compensation fall 
to be awarded are diverse and should not be regulated 
by the same yardstick. However, the administration of 
the law is a field in which judges, and more particularly 
the advocates who appear before them, are constantly 
looking over their shoulders to see not only what has been 
decided within the narrow compass of the law in which 
their immediate ruling 1s sought, but.also what has occurred 
in adjacent fields where the challenge of a choice of ways 
has already been met by an authoritative response. 

Another point concerns a possible cbange in the law. 
It is sometimes alleged — not altogether without truth — 
that judges make new law of their own devising. When this 
happens, it would be a rare event, and on the question of 
the tax factor in damages it is apparent that only the in- 
tervention of Parliament could repair the breach in the 
dam represented by the decision in British Transport 
Commission v. Gourley (34 ATC 305) and other decisions 
in the torrent of litigation which has flowed from it. 


Law Reform Committee 


The question ‘to Gourley or not to Gourley’ occupied the 
attention of the Law Reform Committee set up in 1957 
(Cmnd sor). The distinguished fifteen were divided in their 
views, which continue to be representative of distinct trends 
in opinion such as have recently manifested themselves. 
One view was that the law should be the same as it was 
‘before Gourley, except that damages should be taxable 


in the hands of the recipient. That view took account of 
the observations of the Royal Commission on Taxation 
(Cmd 9474) but has been overtaken to some extent by the 
legislation now to be found in sections 187 and 188 of the 
Taxes Act 1970. Moreover, the difficulties likely to arise 
where any class of damages is not fully taxed were high- 
lighted in Parsons v. BNM Laboratories Ltd (42 ATC 200) 
which concerned the ‘first £5,000’ exemption and in Bold v. 
Brough, Nicholson & Hall Ltd (43 ATC 13) where com- 
pensation for loss of office was partly taxable. and partly.. 
freed under the £5,000 rule. 

The views of those opposed to the introduction of tax 
questions into an award of damages were ably expressed 
by a minority group of the Committee. They said that, so 
far as the defendant is concerned, it is irrelevant what the 
injred party would have done, or would have been 
required to do, with his money if he had not suffered the 
injury complained of. To bring in tax means that the . 
person paying compensation is making something less 
than full restitution for the injury. It is up to the injured 


party to settle his own obligations consequent on tbe 


receipt of damages; and if his tax liabilities are anticipated, . 
it might be logical to examine other responsibilities also. 


Measure of damages 


It is also argued that the Gourley principle operates Spa 
public policy because the payer stands to gain by making 
himself liable to pay compensation reduced by the tax 
factor rather than a commercial gross sum. No doubt 
further contentions might be put forward against the ` 
present state of the law, but the purpose of this article is to 
invite attention. to the law as 1t is. Changes there may be, 
but Parliament is busy, the Law Reform Committee 
recommended no change and any enactment would not 
be retrospective. 

In the Rosenberg case, reference was made to the twelfth 
edition of Mayne @ McGregor on Damages (Sweet & 
Maxwell, 1961). Publication of a new edition of this work 
is imminent, but one may usefully quarry a brief extract: 
to paraphrase its words, damages are defined as the 
pecuniary compensation, obtainable by success in an action, 
for a wrong which is either a tort or a breach of contract. 
The amount awarded will be a lump sum, unconditional 
and expressed in English currency. 

However, damages to compensate. non-pecuniary ` loss 


EE 
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are not the subject-matter of this article. 'There is a gory 
scale of customary awards for personal injuries, and the 
vagaries possible in such fields as libel are well known, but 
here we are only concerned with awards to recompense 
financial loss, however imprecise. 

The basic principle in measuring pecuniary loss is that 
the injured person should be placed in the same financial 
position (so far as can be done by an award of money) 
as he would have been had the occurrence in question not 
taken place. There is nothing new about this. On May Sch, 
1845, there was enacted ‘An Act for consolidating in one 
Act certain provisions usually inserted in Acts authorizing 


' . the taking of lands for undertakings of a public nature’. 


The practice grew up of itemizing the various aspects of 
damage flowing from the confiscation, a logical enough 
approach in arithmetical terms, but in CIR v. Glasgow 
& South-Western Railway Co ([1887] 12 App Cas 315), 
‘the House of Lords decided that all the ingredients must be 
` treated as merged and aggregated in the global award 
which was to be taken as representing the price of the land, 
inclusive of all the ancillary advantages that might flow 
directly and indirectly from the continued, undisturbed, 
possession of that land. 


Position of the injured party 


In Bwllfa & Merthyr Dare Steam Colliertes v. Pontypridd 
Waterworks [1903] AC 426, Halsbury, LC, said that the 
‘true inquiry here is what the colliery company, if they 
had not been prohibited, would have made out of the coal 
during the time it would have taken them to get it’. Many 
quotations in the same vein might be cited to show that the 
sole and proper object of monetary compensation is to 
fill the precise hole in the pocket of the recipient, not to 
punish the payer. This practical approach led to the 
‘decision that a wage-earner should be compensated for the 
loss of his pay-packet in its actual state, that is, after 
deduction of income tax under PAYE. This first decision 
to recognize the incidence of tax is particularly notable 
for the fact that it was not the magnitude of the tax (surtax 
did not comé into it) that prompted it, but the recognition 
that one must start with the true position of the injured 
party (M" Daid v. Clyde Navigation Trustees (24 ATC 321)). 
— This article is not being written to present a complete 
category of authorities which prove that tax is now an 
element which will be considered by anyone acting judicially 
in an award of compensation. Readers may refer to their 
legal advisers or the standard textbooks, or reports of 
cases. The present intention is to indicate the pattern of 
inexorable development once the first step has been taken — 
thereafter no particular stopping point can be pointed to 
as logical. The Gourley decision related to the earning 
power of an individual; but the judgments in Gourley 
were delivered half in anticipation of the case of West 
Suffolk County Council v. W. Rought Ltd (35 ATC 315), 
which is clear authority for taking tax into consideration 
when measuring a loss of income in the context of com- 
pensation for compulsory purchase. 


Tax relief for expenses 


What is notable about the Rosenberg case is that the question 
as to whether it is right to look at tax relief against expenses 
was brought out into the open. There seems no justification 
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for reducing an award the amount of which would go 
straight into a trading account, either in reduction of 
expenses or to make good missing receipts. In Diamond v. 
Campbell-Fones (39 ATC 103), no reduction for tax was 
permitted in computing an award to a property-dealer. 

The difficulty arises when it is suggested that the amount 
of the compensation is likely to be excluded from the 
taxable profits of the recipient. In the Rosenberg case, 
there was undisputed evidence from a chartered account- 
ant — one of the partners in the United Kingdom firm of 
Price Waterhouse & Co — that the settled practice of the 
Inland Revenue was to allow as admissible deductions the 
expenses incurred on removal following a compulsory 
purchase. If corporation tax were the only tax to be 
considered, and if the company would in actual fact be 
likely to obtain relief for its removal expenses, then it 
becomes difficult to resist the suggestion that to 1gnore that 
tax relief would over-compensate the injured party. 


Chargeable gains 


It is in the context of chargeable gains, whether for capital 
gains tax or corporation tax, that doubts arise as to the 
validity of an adjustment at the nominal rate of income tax 
or corporation tax on profits. As indicated above, the 
decision in the Glasgow and South-Western Ratlway case 
would require the whole award, including such elements 
as reimbursed removal expenses, to be treated as an 
ingredient of the proceeds of the site. Paragraph 11 in 
Schedule 19 to the Finance Act 1969 was brought in to 
permit dissection of that aggregate, with a particular eye 
to goodwill, and a further separate mention of disturbance. 
This applies to events after April 2oth, 1969, where the 


. Occasion is one where compulsory powers of acquisition 


were, or could have been, exercised. 

The Act contemplates apportionment in any way, and 
one, would hope that professional advisers would be alert 
to ensure that no items which have been reduced because 
of their notional quality as untaxed income or allowable 
expenses would be brought into the reckoning of capital 
proceeds taxable ae such — whether on a time apportion- 
ment basis or otherwise. Certainly the subject of com- 
pensation is one where co-operation between valuers, 
accountants and legal advisers is essential for the 
well-being of their mutual client. 

In Gourley, the hope was expressed that, although the 
task of determining the effect of tax may not always be 
an easy one, in complicated cases the parties would be 
able to agree figures with the help of accountants. 

The Rosenberg decision records that, after extended 
negotiations (prior to the hearing) between the company's 
surveyor and the district valuer, agreement had been 
reached on all items of claim save for a small number . 
involving a general principle of valuation. Further points 
of detail were agreed in the course of the hearing. The 
final point concerned the tax deduction applicable to re- 
moval expenses, as outlined above; but it was not until 
after a hearing at which each party was represented by a 
QC that the opportunity of an adjournment was taken, 
whereby the parties with the help of accountants were able 


to reach agreement that only £480 was at stake as compared 


with the £3,069 originally claimed for the tax factor. Is 
there a lesson here? 
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Statistical Sampling in Auditing 


Mathematical Establishment of Error Rates 


by J. M. SULLY, B.A.(Econ.), A.C.A. 


The attempt by The Institute of Chartered Accountants in England and Wales and other 
member bodies of the Accounting Standards Steering Committee to lay down standards 
for accounting is to be welcomed. It might be considered whether or not the Institute should 


O the practitioner the amount of advice on the subject 
of auditing is, one might say, confusing. There are the 
English Institute's various statements on auditing which 
give much practical advice, but there is no help with the 
problems of how much detailed checking should be done on 
an audit. Indeed, in one of its statements, (U 5) on the 
audit of group accounts, it is admitted that auditing 
standards vary and that no two firms of professional ac- 
countants of however high a standing may agree on the 
methods of carrying out an audit. ` 
Manual of Auditing, by V. R. V. Cooper, F.c.a. (Gee & 
Co (Publishers) Ltd) does attempt to give some standards 
for checking. In particular, the splitting of companies into 
the five categories listed below is very helpful: 


Category A: Good internal contro] and internal audit. 

Category B: Good internal control but no internal audit. 

Category C: Large or medium-sized companies where there 
are substantial breakdowns in internal control. 

Category D: Small to medium-sized companies with ac- 
counting staff whose duties are spread, but all control is 
virtually in the hands of one person. 

Category E: Small companies with no internal control, where 
the whole of the book-keeping and accounting is virtually 
in the hands of one person. 


Small company problems 


I feel that the problems of auditing companies of size D and 
E have been very well expounded in the articles by Mr 
K. J. Sharp, T.D., M.A., F.C.a. (“Smaller Audits — Bigger 
Problems?’ The Accountant, July 16th and 23rd, 1970), 
and would expect many more firms of auditors to be issuing 
negative audit reports as suggested by Mr Sharp. For this 
type of audit, Cooper suggests that a vouching audit 
programme is used — defined as vouching a proportion of 
the transactions recorded therein with the supporting 
documents, vouchers and other evidence. Later, in an 
appendix, he suggests the amount of vouching audit tests to 
be used; and that if, after a 25 per cent test has been 
‘completed; the books and records are not sufficiently 
reliable for the auditor to accept them as a basis for the 
accounts on which he is reporting, it is normally unlikely 
that a larger audit test would improve the position. 

For A, B and C companies, Cooper suggests that mainly 
‘procedural’ audit tests should be used; the procedur 


lay down further standards for auditing. 


audit programme contains audit tests for each aspect of 
accounting usually found in industrial and trading con- 
cerns. These tests should be carried out in respect of 
representative items for each type of transaction in order to: 

(a) ensure that procedures laid down by the company are 
being correctly followed; 

(b) reveal any changes in the system of internal control, thus 
enabling the internal control questionnaire to be brought 
up to date; 

(c) establish the state of the internal control system and expose 
any weaknesses; and 

(d) establish the reliability of the records as a basis for the 

^ preparation of the accounts. 

In the appendix, Cooper suggests that the amount of 
checking for detailed procedural test where the internal 
control is satisfactory for purchase invoices is 10 to 30 
invoices, and 2 to 5 credit notes; similarly, for industrial 
wages the number of employees. which should be tested 
is suggested as 10 to 30 employees. 

'This level of tests may seem low to some people, though 
it finds some support in the English Institute's statement 
on ‘Engagement Letters’ (V 16, The Accountant, December 
25th, 1969). This recommends the auditor to make clear 
that, although he must exercise the care and skill of a 
reasonably competent and careful auditor, the purpose of an 
audit is to enable the auditor to express an opinion, and not 
directly to discover fraud and irregularities. 

If the auditor is asked by the directors specifically to 
investigate for fraud and irregularities, this is extra work 
additional to the normal audit, and if the auditor should 
agree to do this extra work it should be stated in the 
engagement letter. The statement on engagement letters 
refers (in paragraph 7) to the fact that the auditor will make 
tests and inquiries which will be influenced by the client's 
system of internal control. In this statement there is no 
reference to the amount of checking that the auditor should 
do. 


Contrasting views 


There might seem to be some conflict between the amount 
of checking suggested by Cooper in his Manual of Auditing 
and by Arkin in his Handbook of Statistical Sampling for 
Auditors and Accountants. Arkin suggests sample sizes of 
200, 300, 400 and 500 and over for obtaining estimates of 
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error rates in, for example, purchase invoices; the contrast 
between this and the ro to 30 which Cooper suggests 
should be checked seems to be rather considerable. 

It seems worth while to examine the tables which Arkin 
uses for estimation sampling. The object of estimation 
sampling is to find out the proportion of errors in, for 
example, a year's invoices; an 'error' may be failure to 
authorize the requisition correctly, or failure to give an 
invoice the correct expense code. It should be made clear 
that estimation sampling should be applied to each aspect 
of an invoice; there may be a higher error rate for allocating 
the correct expense code to invoices than for not re- 
quisitioning orders correctly. 

When sampling using estimation sampling techniques is 

decided upon, a sample is taken and the number of errors 
counted to give an error rate in the sample. Arkin's tables 
can be used to find the error rate in the population. 
\ Arkin uses the binomial distribution to find this error 
rate. For example, using Arkin’s Table in Appendix F, if a 
sample of 100 is taken and four errors are found, then the 
error rate in the sample is 4 per cent. If a confidence level of 
95 per cent is taken, using the binomial distribution, table F 
states that the maximum error rate for a sample of size 
100 from a population of 100,000 and over is 8:5 per cent 
. and the minimum error rate is 0:6 per cent. 

I have stated earlier ('Statistics for Chartered Account- 
ant Students', The Accountant, May 4th) that I prefer the 
poisson distribution to the binomial distribution for dis- 
covery sampling. The poisson distribution can also be 
` used for estimation sampling, and the statistical tables of 
Murdoch and Barnes (Macmillan, 30p) used. It can be 
argued that the poisson distribution cannot be used as an 


approximation for the binomial distribution when the ` auditor has to decide whether a maximum error rate of, say, 


error rate is greater than ro per cent; but if an error rate 
greater than ro per cent is occurring, it seems ünlikely that 
the auditor would be satisfied. In any case, the poisson 
distribution would still point to a high error rate even 
though not strictly approximating to the binomial dis- 
tribution. 

The poisson distribution tables of Murdoch and Barnes 
give the heading m which is equal to mp, where z is the 
number in the sample and f is the error rate in the popu- 
lation. On the extreme left, the tables give a value for + 
where r is equal to the probability o or more, 1 or more, 2 
or more, and so on. If in a sample of roo, three errors are 
found and a confidence level of 95 per cent has been de- 
cided, the maximum error rate that would give 3 or less 


errors 24 per cent of the time, and the minimum error rate 


that would give 3 or more errors 24 per cent of the time, 
are required. 

To find the minimum error rate that gives 3 or more 
errors, the tables are inspected to see which value of m 
gives 025 against the row of r—3 or more. If the tables are 
inspected, it will be seen that a value of m=o:6 yields 
-0:0231 and a value of m=o-7 yields 0:0341; therefore the 
value of m which would nearest give 3 or more errors 24 
per cent of the time is 0-6. In this case, as n=100, the error 
‘rate p which gives this value of m is 0-006 or 0:6 per cent. 
«Using the tables to find the maximum error rate which 
gives three or less errors 23 Der cent of the time yields a 
value of o-9719 against m=8:6 and r==4 or more, and 
06:9756-against m=8-8 and r—4 or more; this means that 
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the maximum error rate, as the sample size is roo, is 8-8 
per cent. Therefore, with a sample of roo and with 3 errors 
in the sample, the minimum and maximum error rates are, 
at 95 per cent confidence limits, 0:6 per cent and 8-8 per 
cent. 

If Arkin's Table F 3, which uses the binomial distribu- 
tion, is examined, the error rates for a confidence level of 
95 per cent a sample size of roo and 3 errors in the sample 
are o-6 per cent and 8:5 per cent for a population of 100,000 
or over oO per-cent and Ho per cent for a population of 
500. As can be seen, the results for both binomial using 
Arkin's tables and poisson distributions using Murdoch's 
tables are very close. 


Maximum error ` 


Conceivably, the auditor is concerned only about the 
maximum error rate, and it could therefore be argued that 
the 95 per cent confidence level should be applied to the 
maximum error rate which gives 3 or less errors from a 
sample of roo 5 per cent of the time. If the poisson tables 
are used again this time, the value that should correspond 
with r==4 or more is 0:05. On examining the tables, an m 
value of 7-8 gives 0:9515 for r—4 or more, and m—7:6 
gives 0:9446; therefore, using the 95 per cent confidence 
limit, the maximum error rate which gives 3 or less errors is 
7-8 per cent. If 3 errors had been found in a sample of 
200 and the maximum error rates at 95 per cent confidence 
level were required, m would be equal to 8-8; but as the 
sample size has become 200, the maximum error rate 
would be half of 8:8, i.e., 4:4 per cent. 

. If the technique as demonstrated above has been used 
by the auditor, there is still a need for his judgement. 'The 


3 per cent may be all right but an error rate of, say, 4 per 
cent would require mention in the letter of weaknesses to 
his client. ; 

The following example, using Cooper’s Students’ Manual 
of Auditing, is an illustration of how a practical appreach 
may be made using statistical sampling techniques for 
estimation sampling. It is suggested that there is a large 
population of purchase invoices from which a sample of 75 
invoices are taken at random. Each invoice is checked for 
the various characteristics and a tick put-if the particular 
characteristic is correct and a cross put if it is incorrect. 
When the invoices have been sampled the number of 


‘incorrect items are counted and the result might be as 


follows (using Appendix B of Cooper’s Students’ Manual of 
Auditing): 
Number Number 
Correct Incorrect 


Purchase requisitions seen properly | 
authorized s d 74 I 
Copy order seen prices and authority limits 
checked .. m sx. UMP o 
Calculations and additions checked: EE 2 
Account code allocation checked . ine 72 M 
Invoice total traced to purchases tabulation 
‘and analysis checked — .. i ix 1 4 
Stores ledger posting quantity checked zac E I 
Purchase ledger posting checked .. e 33 2 
Invoice initialled as checked ps .. 69 6 
Invoice initialled as approved .. xe, 36 $ 
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Using 95 per cent confidence limits, the maximum value 
of 1 which could give 1 error or less 5 per cent of the time 
is 4:8, and as the sample size is 75 the maximum error rate 


is 4:8 X 564 per cent. Similarly the maximum value of m 


for 2 errors is 6-4 and the maximum error rate 8:5 per cent; 
for 3 errors 10:4 per cent, for 4 errors 12 per cent, for 5 
errors 1477 per cent and for 6 errors 16 per cent. 


Acceptable limits 

The auditor has to consider these maximum error rates and 
decide what is acceptable and what is not. For example, a 
maximum error rate of 10:4 per cent might be acceptable 
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for the account code not being correct, whereas a maximum 
error rate of 6-4 per cent for the purchase requisition not 
being available may not be acceptable. 

As stated earlier, the auditor must rely on his judgement. 
He may increase the sample size and hope that the maxi- 
mum error rate may drop, so that he can accept the error 
rate which 1n fact Arkin suggests. On the other hand, he 
may report that there are weaknesses in internal control 
following the patterns suggested by the Institute in their 
statement on engagement letters. There may still be room 
for a definitive statement by the Institute on how much 
checking is required, and what to do when various error 
rates are found. 


Wife s Earnings Election and 


the Small Taxpayer 


Some Unforeseen Consequences? 


ÉL the tax year 1972—73, the Finance Act 1971 provides 
that the earnings of a wife hving with her husband 
can be charged to income tax, including surtax, as if 
she were a single person. This is not the same as a separate 
assessment, as the husband of the wife so electing is 
granted a single person's allowance, is charged to tax on his 
wife's income other than ber earnings, but receives the 
child allowances. 
. Clearly, the intention of -the election was to benefit 
those mainly professional couples whose joint earnings 
made them liable to a high rate of surtax, usually wiping 
out the wife's own earnings. However, it is very difficult 
to open one legislative door without the wind of change 
blowing open another, and a recent case of a small taxpayer, 
resident in Spain for' health reasons, reflects the benefits 
to be obtained by the exercise of this election. 

As is well known, the election takes effect for the year 
1972—73, and has to be made by both spouses not earlier 
than six months before the beginning of the year of assess- 
ment and not later than six months after the expiration of 
that year. The election continues until withdrawn. Once 
the choice js made, the wife's earnings are taxed as if she 
were a single person, and the husband is limited to claim- 
ing a single person's allowance, losing the additional 
married allowance and the wife's earned income relief. 

For example, assuming that husband and wife are 
United Kingdom residents for the year 1970-71, the 
figures confirm the general rule that the election is only 
of benefit if both husband and wife are liable to surtax. 


by D. G. MacDONALD ALLEN, J.D., LL.B., A.A.I.A. 


Per annum 























£ 
Husband earns, or has a pension of 900 , 
Wife earns, or has a pension of goo 
£1,800 

No Election £ £ 
Earned income relief — Si - 400 
Married allowance 465 
Wife's earned income relief 

(maximum) 325 
Total allowances SE p — 1,190 
Taxable at 41:25 per cent £610 -f251:62 
Election — Incomes as above: 

i Husband Wife 
£ £ 

Income . : goo goo 
Single allowance - 325 325 
Earned income relief at 2/gths x 200 200 
Taxable £375 £375 
‘Tax is paid on £750 at 41 ES 

per cent l = 4,30937 ` 
Loss by election =£57"75 








But supposing that the husband, born in 1904, is retired 
and resident in Spain, and has no other income but his 
State pension. In other words, he is the smallest fish HM 
Inspector of Taxes could hope to catch; he has spent his 
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capital and savings on his house in | Spain and has no income 
other than his British pension, including world income, 
for none arises in Spain or elsewhere. His wife, born in 
1919, has a small pension and an annuity and holds 
6] per cent Exchequer Stock, 1972, 6j per cent Treasury 
Stock, 1976, and Commonwealth of Australia 7 per cent 


Registered Stock, use 








Liable ` | B ! | £ 
State pension ; ) 447 
Wife's pension .. 208 
Annuity 105 
| 4,760 
Non-liable 
Government securities .. 693 
i £1 453 








In this case the election should be made not because the 
election. reduces the husband’s taxable income, but 


because his only United Kingdom income is his State. 


pension, on which tax is not collectible. This gives us the 
position where only if the husband had additional United 
Kingdom income, from which tax might be deducted, 
could the door be slammed; for if the election is made, the 


£ £ 
Annuity and pension ` 2 SS 313 
Less Earned income relief pi TA 7o 
Personal allowance . 243 





E . . 3 I 3 
| (No liability) 
Instead of which the position was: i I 























, Income liable to UK tax £76o 
'Total income from all sources whether liable | 
to UK tax or not SS : Á 1,453 
Allowances: - f a £ 
Earned income, small income 
or age. relief SE x£760 169 
Personal ` . .. 465 
Wife s earned income 243 
Life assurance Ps T 10 
£887 at 41° EH £365:89 
Total .. £36589 
Proportion which income , 
Hable to UK income tax 760 
- bears to totali income ume 
1,453 
Relief in respect of income 76 
liable to UK income tax Se of £,365:89 L19140: 
: U 
Less Tax chargeable on income. 
liable to UK income tax f 
which has not been subject . 
to tax .. £655 at 41-25% £270°19 
as £78°79 
(No credit for tax deducted 
from overseas dividends, 
and interest in certain UK 
Government securities, as 
the client does not hold any.) 
Tax due 4,7879 
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new door is blown open, and the Revenue cannot deduct 
from the wife's separate income. 
In this case, had the wife's earnings election been 


“in force for 1970-71, the husband would not be liable to 


United Kingdom income tax since his only United King- 
dom income is his State pension, on which tax is not 
collectible. The wife's provisional liability has been 
estimated by an astute and extremely obliging HM 
Inspector of ‘Taxes as shown in the table in the previous 
column. So, as United Kingdom non-residents, their 
joint assessment for tax is //78-79. . 
Assume the election could be made for that same year, 
1970~71, thereby anticipating the largesse of the Chancellor 
of the Exchequer by one year: 











` Husband Wife 
£ £ £ £ 
State pension . 447 
_ Pension and annuity . 313 
: Non-liable UK (but detined 
income of the husband for 
election) - .. i . 693 
I 1,140 313 
Earned income relief — 2/oths 100  . 69 
Single allowance . ` 325 325 
Life assurance > Sé IO 
£435 £394 


——- — 
— — 


| 


Clearly, the wife has no liability, but the liability of the 


husband would be: 


Allowances £435 X + 
1,140 





at 41:25 per cent: IER E 





say £175 at 41:25 per cent 72:19 

Taxable £447 at 41:25 per cent v 184:39 
i 

Due .. +£112°20- 








bh 


Then what is the benefit.of the election if tax of £112-20 
has to be paid, instead of 78-79, with events running : 
normally? The secret is that the husband is not liable to 
pay this tax, as his only United Kingdom income is his 
State pension, on which tax is not collectible. Naturally, 
if he held any other income on which tax could be collected, 
the door would be shut against him. 

But, for the time being, both husband and wife are happy. 
Her investment income continues to be treated as her 
husband's income for tax collection purposes, and the tax 
reform intended to benefit husbands and wives, each with 
a substantial income — thus removing. the curious ae 
when it was cheaper for such couples to dwell in sin — 


benefiting los retirados on the Costa Blanca. 


The credit is not mine; I am wholly indebted to HM 
Inspector of Taxes. And a friend of mine, who usually 
spends the winter in Jávea, after some 45 years in practice, 
was prepared at one point “to bet a fiver’ that HM Inspector 
was wrong. But, having gone through the figures with me, 
he had to agree that the £5 was lost. 

As for the general rule now established, I await de 
entry of the next client with the identical problem, when 
I shall hope to blind him with our speed and expertise. 
But poco á poco; as: ES Spaniards say: little by little. 





-ap . - En es 
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Bowring Groupe Formidable Growth 


IR LESLIE O’BRIEN has said that one way in which 

financial institutions will attempt to meet the pressures 
of intense competition and rising costs will be ‘to bring many 
diverse activities together within a single organization’, This 
trend, he considers, ‘will tend to blur the traditional lines of 
demarcation between one type of business and another. It is 
not possible for all business to be equally profitable simultan- 
eously and a movement. in this direction will increase the 
extent to which the less profitable business is carried by the 
more profitable. This will enhance the general stability of 
the system and help to reduce overall costs.’ 

In the case of C. T. Bowring & Co Ltd, whose 1971 accounts 
we reprint this week, the trend that Sir Leslie described is 
already well established. Originally in insurance, shipping and 
agency business, the Bowring group has undergone consider- 
able change in recent years; largely through key acquisitions in 
the financial sector. 

The first of these was the Bowmaker finance house, and the 
most recent acquisition is Singer & Friedlander, the merchant 
bankers. ‘Comparative statistics’ included in the report, 
though not reprinted here, shows clearly just how massive the 
expansion has been in the past four years. The statistics cover 
seven years, but whereas share capital and reserves rose from 
£12'9 million to {18-1 million between 1965 and 1968, they had 
increased to £72:5 million by 1971. 


Pushing ahead 


Bowring’s pre-tax profits rose from {2-3 million to {4-1 
million between 1965 and 1968, and have more than trebled to 
£12-4 million in the past three years. Earnings per share which 
were 9:9p in 1965, had improved to 16-7p by 1968 and were as 
high as 30p a share last year. 

The growth began in 1968 when the English & American and 
Crusader Insurance companies were first consolidated. Further 
acquisitions, as well as the inclusion of the group's proportion of 
profits and post-acquisition reserves of associated companies, 
have pushed the figures ahead in the past three years. 

A feature of the Bowring report is the threefold spread-out 
giving a ‘Management Organization and Shareholding Chart’. 
This shows C. T. Bowring as the key controller of ten sub- 
sidiaries — C. T. Bowring (Insurance) Holdings, English & 
American Insurance Co, Terra Nova Insurance Co, C. T. 
Bowring (Underwriting Agencies), ‘Tower Hill Property Co, 
Crusader Insurance Co, The Bowring Steamship Co, Singer & 
Friedlander Holdings, Bowmaker Ltd and C. T. Bowring 
Trading (Holdings). | 

Bowring (Insurance) Holdings is shown to have over go 
subsidiary and sub-subsidiary companies in Britain and 
abroad (one of which, C. T. Bowring and Muir Beddall (Home) 
Ltd are, of course, the brokers for the English Institute's 


Professional Indemnity Scheme). Singer & Friedlander have 20 ` 


subsidiaries, Bowmaker 14 and C. T. Bowring Trading 20. 
There are a further r3 direct C. T. Bowring subsidiaries 
besides those of the ten main subsidiary concerns. 


Invisible exports 


The chairman and chief executive, Mr lan Skimming, draws 
partiqular attention to the Bowring group's performance in the 
realm of invisible exports. 'The group's invisible exports con- 
tribution in 1971-72 ranked sixth in The Times 1,000 list of 


Britain's 20 biggest exporters. The same publication placed 
Bowring 32nd in the list of Britain's biggest companies. Premium 
income earned in overseas currencies last year approached £147 
million. 

The ability to offer a full range of merchant banking services 
following the acquisition of Singer & Friedlander 'substantially 


enhances the financial services which the Bowring group can - 


now offer to industry, commerce and the general public’ says 
Mr Skimming, who believes that the enlarged group possesses a 
very considerable organic growth potential which it will be the 
board’s ‘collective endeavour to develop to the fullest possible 
extent in the years ahead’. 

Shareholders are reminded, however, that ‘continuous 
growth at the formidable rate established during the past six 
years will not easily be achieved’, The 1971 turnover and 
profit break-down in the respective interests of the organization 
is as follows: 




















1971 
Turnover Profit 
£000 £000 
Insurance Companies— 
Net premium retained 15,114 936 
Insurance Broking— 
Premium income 231,944 4,292 
Finance— 
New investment excluding revolving credit 
. accounts 105,714 5,078 
Engineering— 
Sales 16,779 612 
Banking- 
Merchant Banking and ancillary services 2,503 
Trading— 
Sales and agency commission 12,992 ' 203 
Shipping— I 
Gross revenue . 2,064 -11 
Property Companies— 
Rents less outgoings excluding Š 
inter-group rents 148 (10) 
Investment income- 
Interest, etc. 129 
384,755 13,754 
1971 
£000 £000 
Profit for the year 13,754 
After deduction of 
Interest on Loan Stock 1,360 
Profit attributable to minority interests 233 
Pre-acquisition profit of Singer & 
Friedlander Holdings Ltd. 966 
Taxation 4,989 7,548 
the Net Profit for the year amounted to 6,206 





Growth point 


Property is a potential growth point for Bowring, whose head 
offices are housed in The Bowring Building hard by the Tower 
of London. The address is Tower Place. The Bowring Building 
is the sole rent-producing asset of Tower Hill Property Com- 
pany, a direct subsidiary of C. T. Bowring & Co. 

Tower Hill Property made a loss of £70,000 last year, com- 
pared with a 1970 profit of £60,000, because interest on funds 
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borrowed to finance the development programme exceeded the 
income from the building. This situation is Hkely to continue 
until 1973 when the first new projects become rent producing; 
but Mr Skimming emphasizes that in terms of group strategy, 
Tower Hill Property Company’s objective is to build up assets 
rather than profits. The Bowring Building has been revalued by 
a leading firm of chartered surveyors at over £13 million. 

The build up of assets includes the construction in the 
Bayswater Road, London, of a 200-bedroom hotel qualifying 
for a grant under the Development of Tourism Act, and the 
hotel has been pre-let on satisfactory terms. Sites have been 
acquired in Glasgow and Birmingham for office blocks which 
will be partly occupied by group companies, and a 12% acre 
industrial site with planning consent for warehousing has been 
bought next to the M5 motorway in Somerset. 


Land Securities' Valuation Proposals 


INFLATION of property values has persuaded the directors 

of The Land Securities Investment Trust, the £745 million 
property group, to sborten the interval between professional 
valuations of group properties. Lord Samuel of Wych Cross, 
the chairman, says in his review with the 1971-72 accounts that 
a professional valuation of all completed properties was made 
in 1955 on the formation of the present Land Securities com- 
pany and a similar valuation has been made at four-yearly 
intervals since then, the last one being as at March 31st, 1971. 

The directors consider that ‘in present circumstances it would 
be more appropriate to revalue on a biennial basis'. Knight, 
Frank & Rutley have been instructed to prepare a valuation of 
all the group's completed properties as at March 31st, 1973. 
This must surely be, in effect, a running valuation simply 
because of the sheer size of the Land Securities group with 
properties at close on £736 million on the basis of the 1971 
valuation plus additions at cost. 

Properties held for, or in course of, development at March 
31st, 1972, amounted to £89 million, and capital commitments 
under contracts and board authorizations at that date were 
£115 million, to make a development programme of some 
4204 million. 


Mail Order Trends ` 


N an industry monopolized by powerful companies all operat- 

ing in one particular way, it takes a commendable amount of 
confidence to insist. that the majority way is yielding to the 
minority. The industry concerned is mail order, which in 
Britain 1s dominated by the ‘agency’ companies such as the 
Great Universal Stores group, Grattan Warehouses, Empire 
Stores and others. These companies employ agents who solicit 
business and are rewarded by commission on the sales they 
make. 

The mail order industry’ s turnover is of the order of £600 
million a year, and the vast bulk of that is done by the ‘agency’ 
companies. Mr D. Alliance, chairman of N. Brown Investments 
admits that ‘direct’ mail order companies of which N. Brown 
is one, at present account ‘for only a relatively small proportion’. 
They deal direct by catalogue with their customers who have the 
‘advantage of privacy and confidentiality in, and in connection 
with, their purchases and payments’. 

Direct mail order, Mr Alliance reports, is the more popular 
form of trading in the United States arid in most countries in 
Europe, and accounts for by far the greater part of the mail 
order turnover in those countries. ‘We believe’, he tells share- 
holders ‘that in the longer term this position will prevail in the 
UK,.particularly as the middle income groups become - as they 
. are beginning to become - attracted to private shopping by 
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mail. It is on the basis of this belief that our longer term 
optimism for the group is founded." 

The company's mail order turnover in the year to last 
February was £8,408,000, an increase of as much as {1,512,000 
on the previous year. 


Car Industry Statistics 


HE number of cars in use 1n Britain is not increasing at 

anything like the rate of ten yezrs ago, according to figures 
presented by Sir Sydney Caffyn, chairman of Caffyns, the 
south-east British Leyland and Rolls-Royce distributors. The 
new car market is increasingly a replacement one, and until the 
relaxation of controls last year the rate of growth in the total 
car fleet was in decline. 

In 1963 when there were 7,375,000 cars in use, new registra- 
tions were 1,008,608, scrappings 189,608 and the increase in use 
was 819,000 or 11:1 per cent. In 1964 the increase was 10:5 per 
cent, but the rate of increase had declined to only 2:5 per cent by 
1970. Last year, with 12,056,000 cars in use, 1,285,661 new 
registrations and 744,621 scrappings, the increase in use figure 
Was 540,940 Or 5 per cent. | 

Sir Sydney also comments on an important aspect of the 
supplies and service side of the industry. Supplies — in terms of 


. petrol, spares, oil and tyres — are related to the total number of 


cars in use, but service in distributors’ workshops is largely 
related to the number of cars of one to five years old on the 
road. There was no growth in that group for some years after 
1964, and an actual decline in 1970 and 1971. But the trend has 
now been reversed, and increased activity in the company’s 
workshops is anticipated as the larger number of cars first 
registered in 1971 and 1972 begin to come in for service and 
repair. 


CT. BOWRING & CO. LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED PROFIT AND LOSS ACCOUNT 
for the year 1971 



































Notes £000 £006 
PROFIT FOR THE YEAR | 1,2and 3 13,754 9,359 
INTEREST 

5% Convertible Unsecured Loan Stock 1981 .1,360 1,360 
12,394 7,999 
TAXATION | 5 4,989 3,201 
7,405 4,798 
MINORITY-—Profit Attributable . 233 158 
7,172. 4,640 
PREFERENCE DIVIDEND -—CGross 15 15 
7,157 4625 
"de Ge LIMITED ` 16) — 96 = 
N ORDINARY SHAREHOLDERS 6,191 4,625 
ORDINARY DIVIDENDS-—Gross 6 2,754 1,761 
NET PROFIT RETAINED | 19 23437 _2,864 
EARNINGS PER SHARE : 30.01p 24.95p 
Fully Diluted . 25.54p 21.44p 

GROSS ORDINARY DIVIDEND PER SHARE 6 | 11.5p 


The notes on pages... form an integral part of the Accounts. 


51 


ACCOUNTANT 


THE 


July 13th, 1972 


'sjuno22y ayy Jo yod IpiBəlut up unoj * * * soSod uo sou au 


41039428$ 35:20 18IN ANOHINV 


ze 

Eis 
ç0z'1 
00€ 
£06'T 

Zh 

6EC 

ELZ'8c 
posi 
607 4 

EZE'LE 

S/8'B 

7427'S 

ZE 

567'59 

sS88'0L 
98£'Z 
6S1'l 
OFE'Z 

dt 

lte 

El 

007 0007 


046) Jəqtuə3ədq 351€ 

















>88'E6 

Lait 
916'} 
601 
919“ 

£ 

Ue 

CCO'EE 
£ Lia 
607 LT 

ULE ES 

»L9'0L 

£09'8€ — 

5519 

886 

OLT'E 
S4v'9 
FELL 
109 

vee"! 

9b»'£8 

k6c 

0007 ` 0007 


simpa iq INIVMOS WO. 


cc 


OC 


6l 
8} 
Lb 


S, 
y) 


LL 


d 


SHON 


DNIWWIAS NV] 


$508) puəpiA:q jeuly pesodoJd 
VOJJ.XE] wuopZury paun 
$JO1ip2347 


SALLMIGVIT LNIVYNO 


- 


NOLLVXWL CIYVY3430 
SONA JDNVUNSNI 


Sueo J9u1Qo 
186) 2015 u£0] pounoesu[) e1qaeAuo- Ys 
S3ILITISVIT HU3.L ONOT 


S2AJ959Y BNUDADY 
S9AJo9soM Je3rde 
jeudes sJ2us 


S3AYISIY GNV “IVLIdVIO 


s9JUe|eg sayl pue »xueg 
saI314n23$6 IJe] 
sJ01q9( 


SLASSV INIYUNIO 
SLNSWLSAANI 
SSINVdWOD AYVICISANS 


Siassv QIX 


1461 49quio29q 351€ 3e 
lddHS JONVIVE 


daiiWii1'O02 9? SNINAAOS “1 72 


'sjuno22y ayi jo pd [b13o3u! up unoj * * * sodpd uo saou ayj - 


410391295 A9OT18IN ANOH.LNV 


um 


- 








ECi'962 

Lees 

LO6' bP 

FOZ'1S1 
çoz“; 
1£6'6 
SACH 
sos'£ 
ES6'8S ` 

158'9 

tte? 

pEó'PE 
S7L'L 
607'£Z 

F80'i 

POT TE 

Li8'bi 

1i9'zz 

9£8'y 

£zi'96z 

91Z'vs 

£06 LC 

ISP'ESI 
ELP'6I 
L09'L 
E98'9Z 3 
RSS 

6£5'9 

BP9'9£ 

cr 

0002 0007 


0/61 49qUIIIIN ISLE 











Lpg Zap 

ETH'E9 

81F'61F 

BL LB — 
916} 
LLE'S 
8/8'9 
y3/'S0L 
928 
£90'79L 

Lie 

DEL'9 

690' Lp : 
098'£1 
607'LZ 

806'L 

TESTA 

998'£1 

105 8) 

Sç |'9 

Lra‘Zer 

ETH'E9 

81F'6 LF 

BLE‘ SEZ 
Lie 
BLS'SS 
r8Z'tL 
BS7'61T 
AES 

CCS'6 

970'6y 

tss 79 

0007 000 


ONIYMOS WOL 
siaaa d ONIWWINS NVI 


91 SANNA NOISN3d HIMOY9 ANY Waal 9NOI 


55045) PUSPIAIC] [4ut4 pasodosg 
siəuuo3ysn2 Jo )|ëuəq uo "239 SODUBIAIIY 


yc , SILIPIBAC »ueg 

I suonusiew pue so2uvadoeo2V 'sisodag 

uonexej tuopšury panur 

tt S403!p349 

S311LI118VIT ANSUYUNno 

[44 NOLLVXV C3wuuddad 

Lé f SONMA ADNVUNSNI 

sueo] Jay 

186| 4203S UFO] peunoesu[) a|qI3:9Au07) AS 

oc sallrii8vilWudl 9NOT 

S.LS3H3.LNI ALRIONIW 

6i SBAIOSAY INUIADY 

8i s3AJosoy pden 

£) “P37 02 9g Funimog ' L "D jo edeg eeys 

SIAYASIY ONV “IV.LIdVWO 

91 SONNA NOISN3d HIAOYO INV WH3L SNOT 

‘333 səsue3də55w JO} SASWOISN-) jO sanipiqer] 

SL saoue|eg 19430 pue xueg 

y) saninoss 19420) put 9[qe39»|JEpJ] 

EL s403qa q] 

Zi 55943013 Ul YIOAA PUL ons 

SLASSV LNSYHND 

Lh S.LNAWLSAANI 

6 DS THAAGOOS 

8 SLASSV daxid 
S930N. 


Lët 19quia2eq 351€ 3e 
133HS JDNVIVE Q31VGOlilOSNOO 


| SHINVdNOD AUVIGISANS ANV AALIWIT "OO Y SNIHANOS `L `) 

















61y's8 Zkooe 



































6ST 860 vL 





























D€£'LL  6£8'E 9469'S . JL6L 4equadag ISLE 38 
N UOIIBN|EA Jo 350) 
= Lou (0s) : (£) (p6) sjuaw3snipe 1əu3o pue oSueuox3 
< (9850 (og (208) (p) (66) . (9p) sjesodsiq] 
+ get e 5967'S uoren|eAay 
I e 9LLOT 1EL'9) 8£S'L  6EZ 9, £8) Gas L SUOHIPPY 
yt EC 8 £L weak Zuunp pasinboe 
Ka) SOIIBIPISQNS Jo sassy 
= 9t0'C9 9yL'sE T6L'6 Fer ZF £16'8 FOE 146) A4enue[ 35) 
: 18 UOHENjeA JO 3507) 
0007 0007 0007 0007 0007 0007 0007 
quaurdinby 3ueuidinb3 3.J0ys 3uo] Aqiadoig 
- [£30] pasea7 sdiyg ÁJaulyoeyy 4339doid  pjouesee1 pjoueaJ dnoJ5 (q) 
i Fe 99) 9 Gd Let 49quio»e(] 3s [£ 
i ənjea A00Q 39N 
LOT C6 si LZ6) J9quia»2(] 351€ 
3e üo13el9ə4dəp pe3e[nuino» v 
(y) (P) sjesodsiq 
OF SE q LZ6) u! uonenaldag 
: LZ, 19 OLL . 146) Asenuer sp 
38 Uoigtoaidap pa3e¡nunawy 
LOS HSC LL CC Lei 19quia»ac] 35)€ 38 3509 
š (g) . (8) | sjesodsiq 
S3) 69 96 suonippy 
| 1442 £6) Lc; 9c 26} A4enue[ 35) 3e 3509 
| 0007 0007 0007 0007 0002 0007 0007 
bc i quawdinby 3uəudinbq J045 Zuo]  43439dojiq 
| . ¡9101 pase]  sdis  Aueunjoey] Aqsadoug p|ouəse9] p|ouəəij *P37 ^05 9 ZuluMmog * | ^D (8) 


0£61 


- 





ACCOUNTANT 


SLASSV daixia3 '8 


"'SoJeus ÁJeuipJo Jo 


92eJ9A? po3u2I9A 343 02 poppe uəəq seu Q31UA G/ L'708'9 S! Ə|qi313Auo3 səujo2əq 5203s SIYI YIIYM Olur SeJeus 


jo Jequinu unuireu əu L *(000'8083 0/61) 000'9183 JO 42035 ueoq paun»esu( e[qi348AuO-) 9/56 9u3 uo xe3 
uorje10dJo2 jo 3au 358483UI snId (000'c29'v3 0/61) 000' 6,93 uo Paseq si eJeus Jad s3uiuaeo poin[ip int eu L 


'(SPO'6ES'81 


0461) 8LL'679 07 jo Aead oun 3uiinp Ənssi ui saJeys Ageuipgo jo eSeJjoAe poaugSioA^ ou3 pue (000'S79'p3 
000'L61'93 JO siappoyaleys AseUIPsO JO} ejqe|reAe 3go1d 394 uo pa3e¡n3]eo sı aJeys səd sZurusey 


dHVHS Yad S9NINUV3 'Z 


"(L4 Ə3ON) et Ásenuer ant [run pa] sšu!p|oH sapuejpalsy xy :əButs Jo ssapjoyoseys 





- (out PSLT 
| E SOZ'  946'} 
"E 955 8£8 
y 0007 0007 

046L 1261 











U]€3J92 03 pənss! JOU 949M YIIYM SƏJEYS ÁJBUIPIO BET'ST, uo spuapiArp əpn|əu! 1/6] 403 payers syunowe DY | - 


(anys 49d de"9— 692 0/61) aseys sad dog —Y%TE JO pul 
(2404s tad de —07 | 0/61) aJeys sad de'g—?75y JO wasu] 


$5049—' 11 ‘OD 8 DNIYMOS 'L ^2 A8 318VAVd SGNAGIAIC AYVNIOYO :9 


*SINJLA QUSIINS 3e 


- Pasiigai 249M Soljuadoig pjouesea- pue pjoysosy pue S313/4n995 Jau3() PUL a|qe3o»|Je[,| '53u9ui3s9AU| y! (o 


*SOITIDOSSe pue sojJerpisqns seosJ9AO Aq poure3aJ s3ioud jo uorinqia3srp eu uo (| 
— 05118 343/11 se S9131/1Q81| uor3exe3 YINS JOJ əpew uəəq sey uorsrAo4d oN (q) 


"(6 | BION) seA1esey SNUIADY UIYIIA opeul uaaq JALY SJeaÁ snojAaJd oi Sulze[oJ 














OTE 686'y 
59 £9) 
ep 
oz 
DELE 978'p 
EZZ n2 
| ot 
EIZ 
E167 eet 
89»'1 ESTE 
stét SEIT 
69 EPT 
Siet 60b"L 
0003 0007 
o, Q 061 161 
un 





LE} 
9% 





cr 
OCH? 


s3uaunsn[py "(Got W 193je9491 pue y> 


. 


JeW ISLE 03 %šZk 0/61) Hop 2e pe34eu» uəəq sey SEL uoneiaodioS 


XB] seəs!əƏAO . 
xvj uoneiodioS ulop3ury Pain 
səluedtuoS po3ei»o0ssy 


Junoy uonesijenbg xe] 03 Jajsue | 
XP | SeoSJ9AQ) 
Í SeƏsS19AO 


3unoc33wy uolqssi|enb3d Xej, 0) Jə9jJsuerr 


Joey xF | Ə|qnod npag 
SEL uolriodso7 
urop3ury payun 
saiteipisqng pue Augduro-) Juaseg 
—'s] Je9Á 343 jo Youd 3u3 uo peseq uol3exe3 YO} aZJeYy? ayy (e) 
NOILVXVL `S 


= L 005 ZEF 93 LOO'SEF r [4 000027 93 108717 
= c 000'0£7 93 Loes CC 9 9 005'413 oi Lon Sy 
og L 00S:ZZ7 o3 LOO'SC 9 TL 000513 93 LOS C) 
L S O0s'7C7 93 L00'07F4 Oo LZ OOS'TLF 93 L00'013 
JIQUINN J9QUINN . JaqunN  dəqunN Ë: 
0461 ler ' OLE} LZ6Ļ 

—5MO]/O} se wnuue 
Jad 000'0 [7 JO-ssə5xə ur syuəwnjowə 3uruJea WOPZUly palun 242 ur dno45) ay3 jo səskojdwə aue 3194 | (q) 
L ' 000'S£7 93 Los cr? L . L 005‘Z}F 02 |00°SL7 
= L 000 0£7 93 Los 7 L ; = 000'S}F 93 LOST 17 
L ; DOS ZC 03100577 = L O0S'C17 93 |00:017 
c k 000 StF 93 LOS TTF = c '000'0L7 ©? Los OH 
c c 005 CCF o3 100/077 i L 00S'/7 93 J00'S7 
E L 000'007 93 os | L 005'73 03 dn 
J9quinN JequnwN : E JequunN JequinN 510339110 19130 
ECO'ESJ Dos ee? f UuELD31EUO 
0461 V6L 046i Lei 


M3! L96b DY 


səlueduioƏ Əu3 jo saouəulədInbə31 IYI (31A B2UEPIOIDIE u! SJUJWNJOW ,S1O32Ə41CG] O3 Surae[o.r uo!3eurJOJUI Su Y 


"(0087 0461) OFZ'pF 03 a3833433%8 ut Surunotue 


serueduio» AJBIPISGNS WOJ} s3uauin[otua ƏAI9394 O3 14311 343 P9AIBM S4O3294IQ 99443 seek au Suung 








00€ EZE 
— S i 3jeueg 3usulaJl3oy 
94 98 ' suonnqyuon pung uorsuag 
L T i l s3ueuinjoui3 19340 
LOL 88, ` |. 3yoQ0d o3 paseaz uolssiuJUulo 
6ç 68 , uonegjounuley paxi4 
l , quaWssEUEL Joy 
£ £ š S99 
0007 0007 $40323JI(] SY 
046i LZ6l —7:949^ gp6| 32 V serueduio?) 
Əu3 JO s3uauieJinba4 243 03 3uensand *p31 o Y 3ul1Mog “| *) Jo sJ032eJI(Q] au Jo syuəwnjowə au L (9) 
: SLNAWN IOWA 
cg 0S l 591311335 o[qe32»|Jep4 
06 18 sar 14n395 pa3onbup) 
211034] 3JU3LUISIAU| 
3untpa42 (q) 
ELE 967 xey JuUBwAo¡dw3 2AJ3133/95 
8Z £6 Saal SJO pny 
OEZ 8Z£ saeak q 493e 9|qeAedo. sugot Jauio UD 
886'4 EIN 53955y paXI4 u! pasi[e3ide» (000'c97 0461) 000'E+3 Bunanpap 
Jaye saead ç UJY3IM a[qededad soDue3dedoy pue sjisodoa(] 'sueo xyueg uo 
; 9|qeÁAeg 3594974] . 
904 66 3uəuudInb3 pue Liəaulypew 31YO JO ƏJIH 
95 OLL HO UNIJM Ájjoya 3uəuudinb3 43430 pu? 230 uo eJnirpuadx3 
00€ EZE (p 930N) “P37 og Suuaog * | 5 JO $10312241(] JO suawnjowg 
rz 6SZ'¿ (8 S20N) s3assy paxiy Jo uonenadag 
3ui31euO (v) 
——:483J2 SI 3404d dno 
'(000'618' 13 0461) 000'808'p3 03 s:unoure *p31 “OO sg BULLMOg | D JO SIUNODIE eu ul YIM 3[e9p 3130.14 
65€'6 ysL'EL | 
812 LSF səiueduioS pənpossy jo s31jo.1d jo aseys 
LëUe L6TEL dnoiS 
0003 0007 
0£6l bZ6b LIO YUd 
SSS'6EE  SSZ'p8BE 
c9 ar} I s2ujo331no sso| s3ue1— K318doug 
LEE +90'Ç ənuəAə41 sso13— duiddtus 
68»'pL T66 TL uoissiuiuro2 KUL pue sajes— duipeJ | 
SCHO 6LL'9L . Sa|es— 3utJooui3u3 
DAT kLëiepL SJUNOIIE 3Ip345 B3uIA|OA94 3uIpn]əXə 3ueui3saAur A9u— 32utul] 
IS9'BOZ — Vvb6'LEC awo>u! uniue4d— =unjo:g s»uvunsu| 
69L'FL KkLUEL š peure3aJ tuniueJd 3eu— saluedwoy o»ueansu| 
0003 0007 
0261 1/6) YIAONYAN.L 


"L£961 PUR gp6] SPY sətueduioƏ ay) Aq səluedulo3 YINS JOj pasiJoy3ne Jeuueuu əu3 


uj papnpul sl saluedwoy e»uvansu| pue Zupb[ueg jo PədsəJ.U! SIUNOIIT au ur pəpn]5u! uonewsojzur eu L (2) 
'046) 40) 59431) eAr3eJedujo5 equ o3 spew uəəq BABY s3uətupuəuue [erguenbesuoo 2940jo49Q | Let pue Q76L 
40j uonepi[osuo» au UIYIIM papnj»ui uəəq sey ((8)| | 930N) sajueduio- paagi2ossy jo soAJosoJ paure3oJ 
uonisinb»? 3sod pue s31jo4d 3y3 jo uorj4odoud s,dno43 oy 291198 4d 3U!3UNOIIB paepue3s YIIM 92uepJo»»e uj (q) 


"3ug21jruSISsul 


s! 304d uo 13999 343 3nq 1894 e Ueu3 12430 spollad 40} s3unoo2e Jay? dn epeu! aA? sel4eipisqns 4noJ 


'S4ep]ouaeJeus AJEUIPIO JO} e[qe]IeA? 31)04d IƏN 3943 38 ZutArJJ? 94039q pə35npəp 


Haag SEY aigp IYI 03 uOI2exej 19342 3yoJd jo uorodouad uorisinb»g-a4d eu A[3urp4o22e pue pze, ‘asn3ny 
UIE} ¡Un paeJinb3e zou sem Aueduio2 384 “ead aiou eua LO} paz] sšu!p|oH Jepuelpara4 9 1ə3u!s 


` Suipnj[»ui 'saLrerpisqns s31 pue Auedwor 3uoJeg oy} jo SJUNODDE eu ei3eprjosuo2 4/6] 203 sSIUNOIDIR eu (v) 


NOI.LVOlIOSNOO dO SISVga 


ab 


S.LNOIODOV AHL NO SHLON 


! SIYINVdWOO AUuvIaisans ANY Gal “OD Y SNISAAOS `L E 


d 


THE 


53 


ACCOUNTANT 


July 13th, 1972. 


"sJo3paa ut popnjui ade səlueduuoS dnoJc) 03 put uoJj ANP se posers SIUNOWY 

'sant|Iqen 3u344n2 LIYIIM 33945 e2ue|eg pasepijosuo? AYI u! papn[»ut ase Q3!uA siisodop LUIS) 30005 SaSIId OS 
(000'00£7 0161) Q00'Obp7 s!u3 LZ6L Ul 'sejueduron) dno4e u! (000'00£3 061) O00'0yv3 9PNI3U! sauatuissAu| 
“WOPSUIy bann au Jo 3no se»e]d ut SME] [£20] Japun pe1isodap uəəq JAVY S3u3ui359AUI UIE2.97) 

*uoien|eA 3e pəpn|3u! ase yoya senJadoud ujea JOJ 1do»xoe 3502 MOJƏq A0. 216 UAOUS IJE SIUILUISGAU] 








Size ECy'E9 

EOF PLE 3jt1pJ9A() Jurg 

88 Lt saluedwory dpnoip o3 ong 

866 6ET'L S103Ip915 

008 008 I VALISOY JUBWISBAU| 

LC6' 18 £F0' L9 sue] Surpue3s3noy pue spun. 
sanigmqer] 








61 LIT sSəsuejeg use?) pue yueg 
pl ZOL salurdwosy dnoJc) woas ang 
99 SEL uonegxe, 
681) oU s401q2( 
gzZ'zç KOCH 19 S3UBUIISIAU]| 
0003 0007 $3955Xf 
0461 146l "s19poy AdljOg JO 3jeuaq au JO} p[9u sue s3osse eu. 


SALLITIGWIT ANY sL3ssv—saNna NOISNad HLMOUD ANY iua SNO1 


s||Iq Aanseasy pue 315o0dap JO 59323131319) '22130U JOYS JO |[£2 28 Aouou) 'sa»ue]eq use» pue qutuq esi1dujoo əsəu.L 
SSONV IVE ua3H.LO ANV INV 


's3uatu3saAu] PSIONbUN JO} UOI3en[EA 84033811] 49A0| JO 3509 put pazronb 20} sanjea 
JOHAR 19440] 10 3502 UO poseq OOO'ETL'TLF JO enje^ E JAVY HOO TLE LEF Aveipisqns 2upueq eua jo s3usunsaAU[ 
























































109'1 [47 A ' 
=n LE ÁJeIpisqns 3utqueg jo SIUSUISIAU] 
6707 ELTT 109°} Zibb 
HE 08/ $/£ £0€ $92utu2xX3 32038 SeƏSISAQ uo padron?) 
OL 8£ 89 S£ ueg 39946) ui so3ueu»x3 N90IS pesiuS023J uo pasong 
so1ugduio- Aseipisqns 
8£Z'L SEL GON FELL 
$95 . us 189 089 sogutu»x3 203g SESIA uo pazonH 
£29 £84 Ziv psp WIIG WIS ut safueyoxg 19035 pasiugooveu uo pəsonO 
"PIT OD y Zuuaog ' | ^D 

0003 0007 0007 0007 9jq*39*Jt 4l 
026i bZ6b 0261 L¿6; 

BNILA 3534814 SSLILLIHOY0O3S YIHLO UNV 3'18V 13323 Vla 
£98'971 BS7‘61T 
one er Lo ka $10399P JO 
pales SL 19 Auedujo) Bupueq jo syunosse 49YIO put SISLUOISAD 03 SIDULADY 
g£9s' co 91S'z8 I 
ESI'/ 9rV'Ot $334942 paujesun 32npoq 
OLS ee 299'16 sofueduro) SIUBUY Jo $103G3P 3uouljeisul 
0007 0007 SYOLEAG 
0£6i izél i 


"IN[LA @/qesijeas JOU pue 3502 JO JAMO] IYF JL pan[EA ose 9sau L 
SSIYUDOYA NI AYYOM ANV WOOLS 


"SME [£20] apun po3rsodop usaq sary 
$1U9UJ3S9AUI əsəu3 JO BWIOS *3Uno22 y $507 PUB IYOsY JO SoAJoSa IUBUIISIAU] YZNOJYI YIM FLIP S! sə[es uo 
Oad 194 94 | "soAJ8s94 2UI32npap Jade 2502 ^O[9Q JO 3% UMOYS OIE soruedtuo- e»uvJnsu| jo sjusurjsoAu] 

Sajueduio-) asuesnsuj (2) 


"(000'EPZF 0461) 000'1STF uotienieA 
¿51012811 '(000'9123 0461) O00'9LC3 94€ visepouy ur 3u9piso4 saruedulo) Ul s3usurjsoAur poionbuf| 














TN: Paez L6E‘} CHL 

Opel SCL GEZ Lg ; salueduory A1eipisqns 
119 6S9 859 Les "bai 109 y Burimog 1 O 
007  . 0007 0007 0007 l 

0Z6lL Lie 046i M6l , 


paronbur (q) 

‘IM poor) jo Ajureut s3sisuo» 'ooo'e96' [7 
3e DAOQE pepnj2ui si Y2IYA *Auedujo2 po31eI20sse auo jo soAJasaJ pue [e3Ide» 943 Ul 3sədəsur s, dno au. 
"Let deaquiaidas ying o3 Jea4 ay) JOJ dn epeu DAL *p37 Ismay [£143snpu| KABEH Jo SIUNOI3E au] 

"dnoig aya j0.52A49$94 JO 1yo4d au 19948 

JOU ||tAA pue JULIYIUZISUL IJE $3[nsoJ əu3 Jo a2uanjjui WINS s 2512J9X9 OF uoisod Y ui 30u $1 dnoJcy) 9u3 
pue san3uaA 3uio! se papue2aJ you ase LAYI JIYA 9sne»aq s3uatussaAu| po1onbur UIII papnioul ase sng 
səlueduuo3 pa3el20sse se po12243 JOU 9J? LOT JO ssaoxe UI $1 359493ut s,dnoss 942 ataya Sorueduio2 Jayo 


uonen[eA ,S10328J1(] 


e ch — — < < cat <=“ —“ —— ——— M—— 


"9L 


“St 


KO 


“TE 


` *səlueduuo>5 AueIpisqns u! pay əJƏAA S359J93UI ISIYI LLE} Ut uoT1esiue24094 O6 JOLId, 


ae 69) ` . 'o*p3] Aag 521348dOJ4qd pue] panur 
0`0ç ` 0'0S ‘p37 20064 
CO Col 'p3] Kueduro? e»uvJnsurey [E3ueuriuos493u| 
i Eet er *p37 3snJ [elaasnpuy Aapsepy 
* SU "bai Ea eisapoyy sənossy y SulJMog * L *O 
Str S'tr *p37 (Wy uanos) s3uI poH sə39lpossy y ZuluMog * | "O 
== 0'6F *p1] ssadung 2ulJAoG 
* 8'8F "pIJ ‘Ald S3UIP[oH FUIMOS naleg 
0461 LL6L 


pay 2323U9319d —:92132e4d Suigunosae 


pJeput3s YIM SIUEPIOIE UJ YIM 3|e9p uəəq sey soJueduo> pa3er2osse ZUIMO]|O} 943 Uu! 359934) dnoJ2 eut 
saluedwon pa3er2ossy (v) 











weg ee emt reet | E 
Cip E Dk f 6 — səlueduio2 DIULINSU| JO 
L6£' | C 999 ` LSS q) — paonbun 
OLLI EL0'y LEI CSC L (e) — sajueduio> pagelrossy 
0003 0007 0003 0007 
, 0461 Lie 0£6i LZ6L SLNHI ISHANI 
dnoi5 *p1] 99 y Zulimog L'O 


"aJeys dad deer jo untua/d 
g 3e panss! 49M (Z, BION) Yee dez jo soJeus AJeurpaC) S79'66€'S YPIYM 40) *p3] sauipJoH tapur pand 
x 193u15 Jo uonisinbot au 03 e[qeanqia33e A[ureul sr Liet u! S3uaLu3s9AU[ JO ANJEA YOO 813 U! 9523.90) OY Y 


` 





BOCK Sak ER 














CLO'LL dd l salepisqng o3 anp SIUNQUIY ¿5597 
Occ E9 97096 

818'5 Eer vL (000'¿Z13 0Z61) 000'ZLLJ JO uoisiAo1d sso[sojaeiprsqng tuo3j ənp s3unoury 
Z0r'Zç ££/'18 jo uo1314^ SIUNOVIR sso| Jed 3e pase ideo sonssi snuoq pue 3505 3€ SIUDUIISIAU| 
0003 0007 

0£61 146) 


——$9S14d wos 
`p31 "OD Y BuluMog *] 72 JO 39945 e5ue|eg ou u! Pəpnput (000'802'257 0£61) 000'9bh*EBF jo ada (9) 
“Je Ipjo 
-aseYys pug uonestueBp WIWaSeEULL] IYI UO 3no 395 342 səlueduuo>p Áatipisqns ui 535919341 ed Ve (1) 
SHINVdWOD AYVICISANs 


: *s3un0222 359413 UJ pepnj»ur usaq sey 1094943 

Zuse jja poog [2303 242.389 7/6] Asenurs yap} uo quo pə3ə]dtuos sem uonisinboe 943 YIM uon»euuoo 
Ul tél DY sajueduo) ay) jo ¿97 uonoes Jopun sinpsdosd jewo; au] *dnoac) 2epur]por4 y 4o3UIS eu jo 
UOIzSINDIE əu3 03 əjqesnqru33e Aqureur Si [76 ti! 9SE9IDU] 9Y | "533558 o[q13U73 11012 JO SNJLA YOO JU IYI J9AO 
£961 4əqu:soəq 35,£ əSuis poJinboz saiuedwios A1erpisqns u! saJeqs jo 3502 jo Sso2X9 au s3uasoJdaJ |I Mpoor) 
IT de le OD 


"532558 913 JO 9H] Injəsn BY) 19AO 3502 3442 VSIZIOWE 03 po3euitisa SIFT JE pojzjn»[e5 si suətudinbə pue Aou 
-Iq2EUI 'sdius jo uoisei2a1do(] *paure39J SODUEMO[E KEJ AG p9J9A02 3q [11M osea] BYI jo pue eu 3€ postitad 
JOU ji ‘YIU DNJEA jenpiSa. Y BABS] O3 pu? 3uaui]seAU! Sujsea| qoeo jo ssue|eq 3uinpoJ ei 03 uonJodoud ui 

JeaÁ Aq JesÁ 11j0Jd 2984 een 03 pa3e[ntuJoj ə|e3s Zut g uo po1e[n2 [v5 si 3ueuudinb3 pases] jo uoneraodde(] ) 
“ACQUE UMOUS SUOHIpp? utoJj pe3anpep uəəq early (00090922 0/61) 

000'6797 03 FUNUNOWE |/6] ut SIUELO 'S1955Y Parti jo 3502 SY] WOJ po12npop saz S1ue4c) 3uouijseAu] (a) 
'(000'993 0461) 000'E91'73 JO 3502 3? uorina3suo» Japun 2ujddius uo 40 (000799013 0/61) 

000'6V8'Z17 30 uonenieAa JO 2502 JE BACGE papn pu! sor 1adod ureza uo pa34eyo useq 104 seu uonelbəJdəci (p) 
"Jep 3*3 32 SHEA 39% J8LU uado eui jo Siseq 942 uo Let Jequa2a( (ër uo SIOABAING poJo3J8u^ jo urn 


. € Aq INO palsies uonenjeA 3uopuedapur ue uo paseq 51032211(] au Aq ponjeA useq sey pjouəssəj Zuo] ayy 











Së SL 
8Z8'£L "HE 
OOT EL L/6L 
829 696L ut Fanta 
I 3uo01—411ad044 pjoyosea 
9007 
GA 6964 _ ` 
095 PGE ut ponjeA 
0007 0007 A319d044 p[o499.14 


—:94? panfeaas uəəq 
DARBY YIIYM SAOQU (q) ut ,, [26] Jequiadeg ISLE 38 uoren]eA Jo 3505,, dnoJ6 au UIYIIM pepnpur sassy (2) 





















































Ces Ca 

852 AuedtuoS a3uvnsu| jo sassy 
M. P8XI4 JO ən]#A YOO 33N :ppy 

v64'19 £S6'LE 089 — 808'l £9 y8T PL ` COE'S Let taquiazag ISLE 
f en[eA YOO IAN 

SC9'EC 060°8E oset Leo 96L bL vbt Let 49quio22(] 35S[£ 
3€ uongemnə4dəp pe3e[numnoa v 
Th) (£2) (SL) — stuewasn{pe sayo pue e3ueu»x3 
ee) GIC y) (Lit) (O) (o£) (2) sjesodsic] 
ELL  S04'9 oss Sty 8c ` L QE 1261 ut Vonepaldar] 
EL Eb Jvad Zulinp poJinb2e saiseipisqns 

TIS LL oer OOT ¿LO OLt EF 9££ Lët Avenues asp 
ze uonenasdap peie[nuuno2 y 
6L»'S8 ZOOS O££'1)  6E8't 6ST BETH L 9F9'S p4t^09J 2y3no4g 


"H 


"01 


6 


Y 


pénunuo? - SINMODIV FHL NO SALON 


OU =m a à à ff ëng ag am ' ] 


^ 


` 





tw VENDUE IS Ges 













































































































































































uii po3snípe ueeq BABY so»uo1sjjp əSueu3xd 'JequieJo(] ISP Jv Fusjns oZueyoxo jO Sages au 3€ tsuead 998'Z1 ELE 648'9 »19'01 Let 3aquie»ac] 355€ ‘ 
SNOIAGId ut Se 'p931J3AUO2 uəsq BAEY S9I2UOJJn2 UZ1940j Uf SJUNOIDY SSO} pu? 38O3d PUL $3/jtQUI| 's39s5sV LES vi SEL £82'§ $48'8 . L¿6L AJenue[ 35; [v30 L 
; SONVHOX3 “Ll s , , daquiarag) ISLE yy 
N *po44n2ui 9q [Ja sso] ou 3843 uoru:ido au jo 948 $1032241(] V69 v ` Ht ` 004 £ Wa Lei 199 G osie ay 
A 013 Se WƏYJ jo 329dsaJ ui ape uaa0g Seu UOISIACUd oN "s3uawuoZuvJJe 92ugJnsui Jopun 9]quvJ3AO0204 9J€ ; . « ; 
= id Suter 423uno2 03 33ə1qns ase 'pa33/4pe JOU JHE SWEJ əsəu | "uoaJaq1 10123121] U: pƏA|OAUI ele ‘soseo ies a eh E (0695) Ig39uəs Kee eden e Side 
- JP ` Busos u! "at səlqeIpisqns 99442 3sure3z opeur uəəq ALY (OO 1567 0/61) 000'LSZ7 93 Suriunoure suule[O (q) SE ys (61) sive snotaadd 09 Buneləj syuəunsnipe uorexe r 
E (000 LLE'EF 0£61) Aur — ag art ` SSC l © pautesed agoJd ION 
- 000'109'p3 01 3urnunoure sojueduos AJeipisqns Aq s2upaodJoq jo yoedses u! sonaed patus 03 pa] "09 Y SUE et aere eer Let Ásenuer 35) av 
^ JUIIMOG "| “> Aq USA? uəsq 9AEQ S9932UTJEn£) "ssauisnq'jo ssuno> JeUlJOU JYJ Ul OJU; paJojuo S92UEADE 6 31044 po3eiadoaddeur) 
= Joj s3udwo3128 pue sig pazunoosip 'odueu2xo UJO} u! s12?43002 pJ2A&40j 'ssuəunituusos BUM JO pun S ` 
= tsəəyuzien3 's2uaiu3saAU! pred Ajjied jo32odsoJ ui SANGE 3uoSumuoo 949A 01941 1/61 Joquiazag 3518 3y (s) I . = 
i | i SHILMMGVIT INJONILNOO `9t (01€) (01€) : . dE2euot) 03 jəjsue1L 
——  — — one OLE p46; AAenuep 35, 3 
. su KOL Sé GE l š . spuəpjajq jo uones}jenby 
SOLL ESO L FTT VES'L seiuedwoy Aueipisqng ; « ‘ Jequio22 3s w. 
al ; vf : 0297 SE (po y 3ut3Og "12 SCUEL (p GLEE 000 GL f bL6} 494 a 3518 Y 
000 000 000 i ; s92uesJdojtp eS3ugusx 
Olé} 5264 0£6i 164 Hy i p BAIBS3Y uides CH e 
pared ¡SUSO peszeid 5093892 geet 898 069°L WOig peaseiadoaddeu[ uioJ; aejsued t 
— si S3unoo2? əsəu1 ui Oj papiao1d 304 s4032eJi(] HP Aq paacuadde osaniipuedxo ¡e3ideo OLE OLE spuopiAIq JO uoesiienb3 UlOJj Jojsuely 
£e0'+ 0007 0007 0007 0007 . [43u39 
t — I : soiuedujoz samueduos Auedwos 
950'+ (NOT 930N) Sanger? wot uo [2301  peienossy Auvipisqng — 3u9Jzd SIAYISIV ANNSASY “L 
A f s3je4pJoAQ Xutg 
0007 URPIM pepnjout ade əsəti 1 
Lei SidjVHGHdAO GNV SNVO1 ANVY GHYNOAS "FC : REN 
poe, OS's £l S88'6 £09'8E ` Ve 19quuo»sQ 351€ . 
£50 194 ert El 98 — Get 146) Aenuef 35; eet 
LLS'£9 sJo3ipoJ2 JBUIO : 49quue»eg 3s1£ pue Avenues 35) 3 
99F'E0L A1vipisqns Zurgueg jo o3ep oi 866 . 866 š 146) $ a aaae d dias 
0007 - s1404d uo uoiexe2 3uipnjoui s3uno22 Jay3o pue 31sodag Huana . E 
izét SuO 1IG382 “Et . : puc : i i 
A OTL €i 488 8 ME bL6} 19quadSQ ISLE Y 
E 6595 pE6'8 Joquie»eci ISLE IV (e£) 6£) szusunsnipe UOJIPPIOSUOD) 
Z, ; ; 201) | (65D so2ue4ayip ešueuox3 
8ZF i ES SZT E- RE ` i (£y) (si) po ua sosuadxy jederez ; 
< OF. DES Geer S L L SBIILIPISGNS jo əjss uo Rusy 
= I art EETE wuopZujy Po2JUf]—24NOIIY sso pue ayoug (202) (88) (611) SUDUJIS9AU] po3onbuf) YO u93314AA 
EIN 6S9'S Aaenue 351 ay l y > [eJouot) DAJOSIY INUIADY LOL] JOJSUJ J 
Z, 0007 . 0007 £bE fee 314043 pəyeliadoiaddeury WO4} JejsuvJ y 
E 046i 16i i ` Dee 067'S Ayaadoid pjoyosea] 340] jo uoi3enjgAs4 uo Busy 
dnoJcy '3304d 3sure2v po24eu» uoi3ei2s4dop pue sesodind ven OF y 9£ xe3 JO 9374 Ul uor32npou WOJ} ÁJUJCLY FUISIJE SJƏSSE JO 
Q 40j pau» sa2utA o]? jede UDIMIDG 22u349jJlp 9u1 uo uomexe? squeseJdoJ 3uno25t uol3esijenb3 xe] ayy ajes uo 3jjoJd uo uonexea jo sueə/ snojASJd ui VOISIADIÍIDAD 
ems = — E 01 qi £g UO94213 UOIJEXE3 $59] s3əsSse JO ə|es UO 30Jd FAN 
C) 599 wes di Z | 1899 £} . BBE'E'. og 1464 Asenuey 35) av l 
E O 6597 ° +68 3UNODIY gend SEL deelt 
: 493%] JO £76] ÁJenuer as à A , 
. < 0007 > 0007 000% 000 ojqeked xe] uonv1od4oO wopdury Pasur) cee as. ; E E asp ay 
0Z61 Lei 0461 Lët. ` ( Saseys KAeuipao jo anssi jo $3507 
dnoJ5) 'P31'02 9 FULIMOG *172 NOILVXV1 Q3uud43Q "zc bid “Q (¿L 910N) euesqas ƏAJ3u95u] 9AJ1n2ƏX3 913 JO sue) 
*paasnipe uooq sary sasngy sale Je duo) ay3 Á[Surp1022* pur s4031ps47) tu! popn|3Uu! 9J9/4 95943 0Z6;) u] 'spun4 : equa YHA o2Ugp.0223£ UI panss! saJeys pied Ajed OOS'ZEF 
o»urJnsuj uIu3lA^ pəpn|3u! uəəq SAY (000'5/2'73 0261) 000'0S9'Z7 03 3ui3unou pled 30u 3nq paynou sure" +£8'07 FES OS -*py] SŽUIPJOH Jopuz|parJ4 R 493u15 jo [vide - 
l SAN Ma SONVYNSNI “17 aJeys ÁJeulplo jo uonisinbog JO} saseys pled Alin} ZE Ke 
ee c m —— ciue ' səJeys KJeurpJo JO onssi uo uiniuiaJq 
StL'L 098'E} SOS" d 1230.1), SCH et 970'SL Let Avenues asp 2 
c= f 0007 0007 0007  -.000 Un] Wadd HEYS 
ZK vOr L sejueduio7 saiuedwos Auedwon 
EE i | . eo parenossy Aueipisqng — 20914 
LELT 950 v p3Jn335—-Uto”] qUtg , 
SCHE By£'E SIANASIN TV.LIdV9 ‘Sh 
a S E PÄ Aq 
3 š 
] i i ; ÓN : I “(QL 930 N) SAsasay |[E31dEQ 03 papado sem uniisJd says eua Sula ! ue eden 94PUs o? 
00€ SE Bäi Deen 3 paypa SES Min ipii 9143 2U19q y£)'|7 '9u18u2S SAIQUaDU] ter de? 243 jo E 31^ 82U€p.1022? U! 
00€ ales ) " dnoJt) au JO saAI312aXa Aoiueg 07 panssi 9JaA Yee dez JO seJeus AJeurpao pied ked gos zer 4834 943 ZUNG 
. LL6b jus RA at , "pag sšurp|o]4 Jepug|paldJ x» 193615 jo yde aseys Aeurpao panss! 343 JO BjJOYM 
or ÞE IN f surorii a Si 2191 ous jo uonisinboe au? Jo) uoneJepisuo2 Surəq u3oq 'panss] 349^ saJeus AJeulpJo geiert Jey4nj E TLE} 
Sen M pe e sae ted W Asenuer u10J uo put panss) uaoq peu seseys KJeurpJo /Z£'pZZ'S 1/6) Jequias2ec] ISLE Ag *1L6) 3sn3ny q3g j uo 
` Gett vd oou uge dez jo sə2eus K1?urpJo 000'000'9 JO uo132242 aya Aq 000'0000'$7 93 PəseaJ5u! sem Je3ide» pas!JOY3ne eu 
Ers" 999 pos! de 01S'$E8'P7 SOT'SSL'9F 000'00S'/3 000'000'67 | 
eut Ei went ELE sueo1 19110. gy! pied sled 
20 DoD * 3b E k dion een ës zee pred On 
0007 0007 0003 0007 SIB9Á SAY UIYIIM aiqededay 000'001'L 000'009'8 yrea der JO saJgus AJeulpJQ 
ven diac aia oS. SAO ` L "O aseJeau| ` — sugO'] 40430 (q) O00'007  O00'00c e “ pied Alin | B 
: "Lët 19quIadag 3s|£ uo 359433u1 panJ3»e sn|d ued 38 piedoJ aq [JIM po3J9Auo2 JO paseusand I O00 QOF 000 00r yora [7 JO soJeys eduaJajaJg sapepnuno WFL 
Åjsnoraaad 3ou 3035 [|V "3ua> Jed OL,7 Suipee2xo you a11d e ye 432943 o3eAlJd Ag Jo o51ud Aug ye Jopus3 3 7 J E f . 
Aq JO 39%9J8u 93 u! 49035 aseu24nd oui Aue 3? Lew Zugduo ay] *eAisn|2ul Lëet OF TLEL SILA ou jo Aue 0461 61 0461 126) 
uj eun[ jo SÁBP pZ 35414 eu Zuunp A2035 JO [eurtuou 0017 yaea Jo; dez jo saJeus KaeuipJo er 0341 ə|ql32ə9Auo>5 penss| pasluoyiny i TV.LIdV9 dHVHS ‘Lb. 


s! 696) Bulanp panss! *p1] “o> y 3ul1Mog *1 “> JO 186) 9038 ueo] paanosu[) 9|qI3JeAuO-, 9,6 GE 
1861 4203g uto Poinaesup ə(qB4ə9Auos 976 (e) f | 
a SHILIMIGVI HUAL 9NO' “07 penunuo» - SLINMOJIV AHL NO SALON 


+ 


54 


H 
- "a 


THE V 


luly 13 th, 1972 ACCOUNTANT 





x ONE FOR TWO BONUS ISSUE. 
x PROFITS DOUBLED TO £2,200,000. 


3c EARNINGS INCREASED by 70% per 
share. 


ae DIVIDEND INCREASE of 33% for 1971. 
50% INCREASED DIVIDENDS FORECAST FOR 1972. 





FIVE YEAR RESULTS 1967 TO 1971 
SHOW: | x 
EARNINGS pershare INCREASED 
^A by 8% times. 
ASSETS pershare INCREASED by 
4 times. | 


DIVIDENDS MULTIPLIED . 
FOURFOLD. | 

Cash resources exceed £10 million 
and increasing. 


Expansion planned for Europe and ' 
Overseas.. 


Higher earnings confidently 
expected for the current year. 





The Chairman, Mr. John Bentley, reported that: 


. "These results establish Barclay 
^ Securities as one of the leading 
growthorganisationsintheU.K.” 





Barclay Securities is an Investment . 
Holding Company. Investments 
¡include interestsin Pharmaceuticals, 
Toys, Media and Property. 


Copies of the latest Report and Accounts 
can be obtained from The Secretary, 
Barclay Securities Ltd., 32 Curzon Street, 

- London, WTY 8BS. 








Intensive 
Revision 
Classes 









for the September 
Intermediate 
examination of the 
Institute of 

Chartered Accountants 
in England and Wales 


Students preparing for the forthcoming 
Intermediate examination should apply without 
delay for.places on the Foulks Lynch full 
time revision classes. S 

The main course, covering all subjects, 
commences August 14th, 1972, and lasts for 
four weeks. Preceding the main course there 
is an optional additional week, commencing 
August 7th, devoted entirely to basic 
book-keeping and accounts. ! 
The classes are ideal both for students sitting 
the examination for the first time and for 
those who were unsuccessful at the 

first attempt. They are open to all students, 
regardless of whether they are taking a 
Foulks Lynch correspondence course. . 

For further details please apply to the | 
Enrolment Officer (Telephone 01—606 0255). 


Foulks Lynch (Classes) Ltd 


4 CHISWELL STREET, LONDON EC1Y 4UR 


Foulks Lynch 


the accountancy tutors 
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HOW ACCOUNTANTS | 
ARE CUTTING THE COST 
YET IMPROVING WORK 


ALL MATERIALS BY FREDERICK STAPLES, C.P.A. 


Member of American Institute of C.P.A.s, National Association of 
Accountants and American Accounting Association 


Group B 
CORPORATE ACCOUNTING and 


+ eee a Tax Werk. Pak 


l Pages Ea. 
Cil7 THE MONTHLY FINANCIAL STATE- 
|». MENTS. For the accountants responsible for 

devising or preparing monthly financial state- 

ments for business concerns.............. 65 
MONTHLY FINANCIAL STATEMENT 

FORMS. In full size. Most of them appear in 

reduced size in CII|7...................... 20 :50 
MASTER CHART OF ACCOUNTS. Har- 

monized with CI I6, C117 and Standard WPs A CH 
THE INVENTORIES. Inventory taking, valu- 

tion, and testing by the outside auditors, in- 

cluding activity analysis which is ‘rapidly 

coming to be regarded as just as necessary as 

the aging of the customers’ receivables...... 314 3:45 
INVENTORY TAKING INSTRUCTIONS . l 

_ May be used in many cases as is after filling i in zoe 

a few Spaces u ko. yuyos ve rk RO E res 9 -50 
COST LEDGER EXAMPLE AND ENTRIES. 

Tied in with C117, Keeps cost accounts off, ` 

but tied with, the general ledger.......... 6 .65 
BOOK-KEEPÍNG FUNDAMENTALS. ' l 

Good record keeping by client is good for the 

client’s business and reduces audit costs.... 5| - 1-50 
THE FINANCIAL BUDGET. The neces- 

sary forms, with detailed concise preparation 


£2-25 


F201 
C113 


cii 
C132 
C139 


C119 


instructions (including sequence of the work) ` 9 "17514 


Ci40 CHARTING THE BUSINESS. The chart 
paper to be used. The information to be char- 
_ted and how to chart it, with 13 charts 

Clig THE PREPARATION OF INCOME TAX 
RETURNS. The proper procedure and 

DONE dE 15 .65 

F202A THE SHORT CUT GENERAL LEDGER. | | 


11x 17 columnar sheets for each month, with 


instructions. Per set...................... 7 . 100 
Ci50 COST ESTIMATING. A long time needed 
- cost guide, including sample cost sheet. ..... H 2-00 
GROUP B: COMBINATION PRICE (a saving of $2: 55): ¿ 
One of each................,.............. £14-50 


Cli 
| What Others Say: 


THE MONTHLY FINANCIAL STATEMENTS: 


ACCOUNTANCY, LONDON: “Should be in the possession of all accoun- 
tants. Eminently sensible. A must for most accountants.’ 


THE CALIFORNIA C.P.A.: ‘Very practical. Also useful to il and 
office managers.” l ‘ 


` THE INVENTORIES: 
THE ACCOUNTANTS’ DIGEST (U.S.A): ‘Excellent book.’ 


"Quantity discounts: 10% on 10, 15% on 50, and 25% on 100 or more of 


anyone of the above. Add 50c, if order is for less than $5, and 46 tax, if. 


shipment to Wisconsin. 

All prices F.O,B. Thiensville, and subject to change without notice * 
Regular surface mail postage paid on cash orders. Full payment should 
accompany foreign orders. lf you wish air mail shipment, add 30% if to 
U.S., Canada, Mexico, Central America or West Indies; 25% to South 
America, Europe or North Africa and 45% to any other country to cover 
. the additional postage. 


THE COUNTING HOUSE PUBLISHING co 


THIENSVILLE, WIS. U.S.A. 53092 








` Hlustrated ............................... 25 1-85 
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Many hundreds of accountants have found the right Job 
through this useful service. 


FREE LISTS OF VACANCIES 


will be posted to you, or you can drop i in and — without any 
form filling - study the classified register. Over 500 vacancies 
in PUBLIC PRACTICE, COMMERCE AND INDUSTRY 
in the U.K. and Overseas offer you the widest choice. 


Public Practice: L. Kelleher, 01-628 4550. 


More than 250 Professional firms utilize our services in the 
engagement of all grades of Audit, Tax and Liquidations 
staff, Managers, Consultants, Partners, etc. Ring for FREE 
LIST of current vacancies. 


Commerce and Industry: M. Farrer, 01-628 8860 
Our client firms operate in every sector of Commerce, 


Industry and Finance, and vacancies cover the whole range — 
from Trainee to Financial Director, including Consultants 
and Specialists. 


Temporary Staff: A. Andersz, 01—628 8207 


We often receive inquiries from our clients for qualified and/ 
or experienced Accountants, Consultants and Book-keepers. 
Terms are much better than is usual for temporary 
assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 

accountants and perhaps one of them is the man you seek. ` 

To find out, ring me now, and I shall reply within the hour. 
R. Thornhill, 01-628 8869 


RICHARD OWEN ASSOCIATES 


24 Finsbury Court, Finsbury Pavement, London EC2A 1HT 


-- Specialized Tuition for the © 
‘Examinations of e - 
Institute of Chartered | 


_Accountants.. 


At the examinations leading to the qualification of Chartered ee Metro-: 
politan College students have gained over 


11,000 SUCCESSES AND 250 HONOURS 


including fifty-six first places, thirty-eight second places, sixty-six third and fourth 
places, and numerous prizes, medals and scholarships. 





` * The Metropolitan College offers you the benefit of more than sixty years’ accumu» . 


lated experience in examination coaching. 
Y A guarantee of coaching until successful. ; 
* Helpful, up-to-date study notes, mostly in printed pocket-sized booklet form. 
* Adequate test practice and tutorial criticism. 
Ae Invaluable self-examination questions. 


Official publi f th LINKED PRIVATE 
* de Interinedinte add EE oA STUDIES 
JOINT DIPLOMA IN MANAGEMENT | For students who wish 

ACCOUNTING SERVICES a eret 

CERTIFICATE IN MANAGEMENT tuition, the Luton Col 

q 5 e o0 ecanoio an 
INFORMATION : jv pridie: College 


The above-mentioned examinations are open to 
members of the Institute and have been instituted to 
improve the standard of accounting services and 
to encourage study in the increasingly important field 
of business administration and organization, respec- 
tively. When applying for particulars of the College’s 
expert postal courses, please specify the examination in which interested. 


Write today for a free copy of this College ‘Accountancy’ Prospectus to the 
Metropolitan College, St Albans (A1), or CALL at 30 Queen Victoria Street, 
London EC4N 4SX. Telephone 01-248 6874. After Office hours (5 p.m. 
Monday to Frlday) telephone messages are recorded electronicatly. 


now offer these facilities, 
Please write to: Metro- 
politan College for de- 
tails of various courses. 
available, 








“Met ropolitan College ` 


` Founded 1910 ~ 
Member of the Association of British panda Colleges, ST ALBAN S 
Accredited by the Council for the Accreditation of Correspondence GES 
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City Notes 


HROUGH fear of inflation, rather than hope of economic 

expansion, investment money is going back into the equity 
market again. The floating £ shakeout and its attendant profit- 
taking seems to have spent its force and opinion has again 
reached the conclusion that although British equities may not 
exactly be an inspiring proposition at present prices, they are 
the only proposition that the bulk of investors have. 

It is facile to talk of heavier overseas content in equity port- 
folios but this is largely an area for investment specialists and 
certainly not a matter for rank and file investors, either private 
or institutional. For them, equity investment is a combination 
of the UK property and share markets. 

A poll conducted on behalf of the Investors Chronicle has 
hardly shown a wildly bullish view of equity market prospects 
in the City, although the majority view is that the market is 
more likely to rise than fall. It is equally clear that not everybody 
cares to look much more than six months ahead under present 
conditions. l 

But at least the equity market is having a better time of it 
than the gilt-edged sector, where two jobbing firms have decided 
to close down. One, Smith Brothers, lost too much money in too 
short a time, and the other, Pike & Bryant, just do not see jobbing 
in gilt-edged a profitable proposition under current conditions. 

Smith Brothers were in the gilt-edged market for three months 
and those months were just about the worst the market has 
experienced since the 1939-45 war. The new, virtually free, 
market system without regulation through Government broker 
activities made a newcomer’s job almost impossible and that of 
an established, smaller firm, uninviting. The authorities could 
do much worse than to consider what the Smith Brothers and 
Pike & Bryant decisions mean in terms of stability of Govern- 
ment credit. 

HE interest rate rise and the chaotic conditions associated 
with it were the reasons for gilt-edged market trouble and 
they are becoming reasons for concern in the building society 


* I 3k * * 


industry. Mr Stanley Morton, chairman of the Abbey National 


and of the Building Societies Association, recently made it clear 


that the building societies see their job as providing mortgage 
money, and if that provision entails paying more for money, 
then more will have to be paid and the cost of mortgages 
raised. 

Mr Morton is, of course, long experienced in building society 
affairs and knows full well that building societies are invariably 


criticized whatever they do. Currently, the fact that building .. 


societies have been lending freely is put forward as.the reason 
for rising house prices. Were the societies not to raise interest 
rates and thereby cut back on lending because of lower invest- 
ment inflow they would be more heavily criticized for failing 
in their job. Abbey National, with assets now over the £2,000 
million mark, is in a far stronger position than its critics. 

'There is evidence, however, in the rising rate of withdrawals 
from building societies that interest rate competition is growing. 
There seems little doubt that one point of competition is the 
return of 7 per cent and more tax paid, currently being offered 
on insurance income bonds and in the varying forms of managed 
bonds. Admittedly the amount of money that goes into building 
societies purely on an income basis is marginal, but it is the. 
marginal money that determines the flow. As things are, the 
building societies must soon begin to look at the interest rate 
being offered in their investment package deal of yield, safety 
and accessibility. 


* . * o. * Ku 


OTHERCARE week in the new issue market has not 
entirely obscured the point that while the market has 
been active over the past few weeks it has not been entirely 


successful. Some new share offers have not been towering ` 


successes. That was probably a reflection of uncertain stock 
market conditions rather than the development of discrimina- 
tion on the part of new issue followers — although theré was one 
noticeable exception to that view. 


RATES AND PRICES | 


Closing prices, Tuesday, July 11th, 1972 


Bank Rate 
Mar. 21, 1968 s 2 71% April 15, 1970  .. gie E 
Sept. 19, 1968 es wie, E April r, 1971 13 iu A 
Feb. 27, 1969 "T TEE i Sept. 2, 1971 Ss re. e 
Mar. 5, 1970 + 71% June 22, 1972 .. is OF 
. Treasury Bills 
May 5 .. £4°2516% June o v e 447848796 
May 12 s .. £42581% . June 16 eg o 45523396 
May 19 e. 4472708965, Tune 23 £5°6154% 
May 26 KS .. £4°3026% June 3o £5'6372% 
June 2 - £4"3943% July 7 £5:4850% 
f Money Rates 
Day to day .. 5 —5+% Bank Bills 
7 days .: 58-54% 2 months e 6š-6k% 
Fine. Trade Bills 3 months e 66% 
3 months .. 4 —7£% 4 months . 6#-6$% 
4 months .. 7 —7£% 6 months 6š—62% 
6 months . 7-8 7 


Three Months’ Rates 


Local authority deposits 7i —74 
Local authority bonds 73-73 
_ Sterling deposit certificates 7Ë —7š 
Euro-sterling deposits | 71 -8 
Euro-dollar deposits .. 5i —si 


Finance House Base Rate - June 1st, 1972. 5% 
Retail Price Index (16.1.62— 100) 162°6 (from 161-8, 18.5.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 


New York 24402 Frankfurt 77000 
Montreal 2:4027 Milan I417'50 
Amsterdam 77444 Oslo I5'8512 
Brussels 106-94 Paris 12'2050 
Copenhagen 16:9800° Zürich 9'I612 
Gilt-edged 
Consols 4% 41i Savings 3% 65-75 got 
Consols 24% 26% Treasury 9% 1994 97% . 
Conversion 34% 38 Treasury 81% 87-90 921 
Conversion 51% 1974 964 Treasury 64% 1976 944 
Funding 34% 99-04 44% Treasury 34 / 77-80 76} 
Funding 4% 60-90 991 Treasury 34% 79-81 75$ 
Funding 54% 78-80 844 Treasury 5% 86-89 70 
Funding 54% 82-84 812 Treasury 54% 08-12 631 
Funding 5195 87-91 75i Treasury 24 %. . 27 
Funding 6% 1993 743 Victory 4%  .. 98 
War Loan 34% 37% 


Funding 64% 85-87 ` 


A U E AEN . ...... u . 
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Letters 





Interfirm Comparison: Closing Date 


. SIR, — I think that your readers would be interested to learn 
that the interfirm comparison which is being organized by 
\ the English Institute [The Accountant, May 25th] has attracted 
a massive response. Over 600 firms have already applied to 
take part, and each post brings some more. 

These firms are now filling in their questionnaires and, in 
order not to hold up the preparation of the report, we shall 
have to fix a date beyond which applications cannot be accepted. 
All firms are welcome to join in this exercise, but reluctantly 
we shall not be able to accept applications after July 31st. 

If any reader would like his firm to take part and has not 
already applied, would he please send his application form and 
cheque to the Institute as soon as possible, and. not later than 
July 31st. 
Yours faithfully, 


K. J. SHARP, 
Chairman, 


ApvisoRY BOARD ON ÍNTERFIRM 
SEN BETWEEN ACCOUNTANTS 


London EC2. . IN PUBLIC PRACTICE. 


Inflation and Accounts 


Sir, — Despite Mr S. P. Wilkins’ denigration of the November 
course on “Accounting for inflation', I trust that my enrolment 
will not deter other applicants; particularly those who do not 
share his confusion of ‘enlightenment’ with ‘instruction’. 

The ‘discussion’ at last year’s Cambridgé Summer Con- 
ference was clearly organized as a teach-in: when announced, 
the only two speakers appointed were rabid opponents of 
Recommendation 15. The President’s reply to my suggestion 
that one of the remaining speakers might be an advocate thereof 
was, unusually, delayed; pending the appointment of Professor 
Lawson, and Mr W. E. Parker as independent chairman. Their 
contributions are summarized briefly by quotations from the 
official report [Accountancy, October 1971]: 


‘Professor Lawson’s talk was supported by a complex 
series of illustrations, which rather bewildered his audience’. 
‘And Edward said — “Hear me, O ICA. For I am tied to- 
gether with a wizard, one Merlin of PA-ISH. And everything 
_ that Merlin will tell you must be TRUE because I agree with 
> 
- That I am not opposed to any objective 're-statement of 
financial accounts Tor general price level changes’ is, surely, 
' demonstrated by my 1957 example — appended to.my paper 
‘J'accuse’ (The Accountant, December 2nd, 1971). What I do 
— and will continue to — oppose is falsely-based: propaganda 
masquerading as ‘basic principles’; ' : 
Even though our. Council has abandoned ` our go-year-old 
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motto Recte Numerare, I believe that most members, who pay 
£35 (sic!) to attend the course, will be seeking more than 
elementary lessons in book-keeping. 


Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, F.C.A. 


The Extraordinary ED7 


Sir, — The Accounting Standards Steering Committee is to be 
congratulated on seeing at least part of the light. It has aban- 
doned. the proposal made in-EDs that ‘prior year adjustments’ 
should be required to be excluded from the profit and loss 
account and instead be passed through reserves. Such incite- 
ment to manipulation would indeed have been a mischief. 

In ED7, however, the committee persists in seeking to impose 
on directors the untenable and unwarranted task of trying to 
distinguish the ‘extraordinary’ from the ‘exceptional’, with 
intent that the profit or loss shall be struck before the former 
but after the latter. The duty of directors is to give a true and 
fair view, not to engage in verbal gymnastics. 

No. 18 in the series of ‘Recommendations on Accounting 
Principles’ gives comprehensive guidance on the presentation 
of a true and fair view and unless the Accounting Standards 
Steering Committee can demonstrate why Recommendation 18 
is unsatisfactory (which it has not so far even attempted) the 
committee should abandon ED7 in its entirety. 

In matters of detail, ED7 repeats the oddities of EDs. The 
presentation achieves confusion by repetition, and the com- 
mittee still suggests disclosure of the nature and szze of an item, 
when it means (I hope) the nature and amount. 


Yours faithfully, 
F.C.A. 


Permanent Health Insurance 


Sir, ~ Í read Mr Vann’s article on permanent health insurance 
(Tune 29th) with great interest. He obviously has a/wide knowl- 
edge of this, as yet, comparatively undeveloped field. I was, 
however, surprised to see him write of the “common definition 
of disablement’ as being one that simply requires the insured 
to be unable to follow his own occupation, and not following 
another. Far from being common, this is an exceptional defini- 
tion being offered, as far as I am aware, by only three insurers 
out of the 40 or so now in this field the remainder being 
more restrictive, some to a very high degree. ` 

One point of interest, not mentioned in the section on group 
schemes, is that whilst partners may not participate in group 
schemes for employees, it is usual for insurers to grant them the 
preferential rates and policy terms applied to their employees 
in group schemes. 

'This protection can indeed be valuable, the risk of long illness 
during working life being greater than that of death; and, as 
Mr Vann says, the bills still have to be paid. 


Yours faithfully, 


Reigate, Surrey. M. E. FEAVER, A.C.A. 


iCA Admission Fee 


Sm; — The letter from Mr Barclay Inglis in your July 6th issue 
displays a narrow-mindedness which many accountants could 
well do without. He compares the proposed £ so admission fee of 
the English Institute to that of the Society: of Accountants i in 
Edinburgh in 1934. What have the two in common? 

Mr Inglis does display one thing which is to be applauded — 






a contempt of historical cost accounting. However, bis argument 
falls down from then on. By comparing the two amounts in 
common terms — bottles of whisky — he finds that the 1934 
admission fee was not ‘outrageous’, as the proposed English 
Institute admission fee has been rightfully described, but 
downright exorbitant! Whilst I am turning people’s arguments 
around, could I suggest that perhaps we have discovered the 
answer to Jack Clayton’s accounting for inflation — accounting 
in terms of bottles of whisky. 

An accountant being admitted to the Institute should only 
have to pay the cost of his admission being processed; the rest 
of the Institute’s funds should come from subscriptions and 
investment income. If the admission fee were to be based upon 
the notion of purchasing a share of the goodwill (as many less 
progressive members seem to think), that goodwill has little to 
do with past actions of the Institute; it should be more con- 
cerned with the future benefits that the accountant will gain as 
a member of the Institute. Further, if £21 was the equitable 


admission fee in 1966, the share of goodwill of the Institute 
y 





purchased by a new member has not gone up to £50 - I would 
say it has probably gone down. e 
Society should be striving towards an ease of sufferance by its 
members — Conservatives, Communists and other parties are all 
pursuing this objective. Surely, then, the English Institute 
should not make their students suffer more than they have 
already done in enduring bad working conditions, restrictive 
conditions of employment and suppressed remuneration, by 
further adding a penal admission fee — if any admission fee. 
necessary at all, D 
Mr Inglis's comparison displays only the fact that in 1934 
people were even more stifled than they are today. The students ` 
of 1972 are, quite rightly, speaking out against an admission fee; 
the proposed increase from £21 to £50 has made their action 
all the more determined. What the admission fee was 38 or roo 
years ago has nothing to do with the argument. | 











Yours faithfully, 


University of Lancaster. IAN R. DALZELL, A.C.A. 


Liberal Exchange of Views 


LIVELY discussion followed the 


Internal Auditors’ Summer School 





formal opening of the 1972 Summer 
School of the London Chapter of the 
Institute of Internal Auditors at Clare 
Hall, University of Leicester, last week- 
end. The chair was taken at the first 
session by Mr Anthony Whittaker, 
M.A., F.C.LS., Past President of the 
Chapter, when Mr Charles Duly, M.B.E., 
F.C.C.A., President for 1972-73, spoke 
on “The future of the internal audit 
profession in the UK'. 

In Mr Duly's view the future of in- 
ternal auditing was also the future of the 
Institute, and so endeavours must be 
made to raise the standards of the 
profession by developing and improving 
the techniques and skills of its members. 
His personal opinion was that chapters 
of the Institute in the United Kingdom 
should be merged into one central 
chapter for which officers and governors 
would be elected on an equitable regional 
basis, and which would have the usual 
committees on education, research and 
the like. 


Diverse views 


Viewpoints expressed by some of the 
audience on these matters were diverse. 


Some wanted the Institute to be a quali- 


fying body, some wanted it to be a forum 
for the interchange of ideas and compari- 
sons of techniques, and some a training 
medium for internal auditors. Neverthe- 
less, all shared the opinion that the 
“free for all' discussion that they had just 
* enjoyed was well worth while. 


The first session of the second day of the 
school brought everyone down to the 
harsh realities of their jobs. It took the 
form of a case study presentation by Mr 
Michael McKeon, A.C.C.A., of Unilever, 
entitled 'Internal audit participation in a 
pre-system design discussion for com- 
puterizing an invoicing and sales ledger 
system'. 

Brief notes were handed out explaining 
the background of the operation, together 
with outline flow charts showing the 


overall computer system and detailed 
flow charts illustrating each program 
with proposed manual control func- 
tions. 


There were two subsequent sessions on. 


the case study, one for deliberations by ` 
the participants in syndicates and the ` 
other for the plenary hearing of their ` 
opinions. Mr McKeon and Mr Alan ` 
Evans (chairman of the case study ses- ` 


sions), also of Unilever, felt therefore that D 
it was only fair to outline what they  . 





Past and present chairmen of the Education Committee. Mr R. A. Brown, founder of the Internal 
Auditors’ summer schools, /eft, meets Messrs A. J. Whittaker, M.A., F.C.1S., C. L. Duly, 
M.B.E., F.C.C.A., and B. W. Schwartz, B.Sc.(Econ.), A.C.M.A. 








A discussion group in the college grounds. Left to right: Messrs M. Ward. Brown. I. G. Evans, 


_ J: W. Lawton, A. Murray, C. Dale, A. Chadwick and N. Bowes. 


“required prior to studying the handouts 
in detail, because there were also ques- 
tions that they had prepared for the 
consideration of the participants when 
thinking of relative manual and computer 
- aspects of the whole operation. 


— Advice on systems 


Mr McKeon brought out very forcibly 

that internal auditors were frequently 
asked to give their opinions of a proposed 
computerized system, but that they all 
realized to the full how much easier it 
was to criticize an established system. At 
their best, he said, their proposals might 
be acceptable, and at the worst they 
might be accepted, so that when prob- 
lems occurred later, the internal auditor 
would be held responsible. 

Advice on proposed systems was being 
requested more frequently than in the 
past; advice, however, was one thing, 
implementation was another. The internal 
auditor should be made fully aware of 
what was going on but should not be 

“saddled with the responsibility of the 
System itself; this was the sphere of the 
«systems analyst. 
"clin the case study a hypothetical 
‘national bakery company had 300 van 
alesmen visiting supermarkets and cor- 
shops twice weekly to sell bread and 
es on cash and credit terms. The van 
smen prepared a daily return which 
handed into their depots with the 
they had collected; all credit cus- 
settled their accounts directly 
office and salesmen were 





a e. d 


ocessing should enable credit 
oices and the sales ledger to be pro- 


duced by the head office central processor. 
The only aspects of the van selling 
operation that were affected by the 
proposals so far were the credit sales 
made by the salesmen and, of course, the 
effect of computer evaluations on the 
overall daily control of van salesmen. 

Input was to be to head office through 
terminals installed at the depots used 
for stock control; the comptometer 
checking of credit sales evaluation. at 
present carried out was to be discon- 
tinued. Salesmen’s figures for credit 
sales were to be accepted for daily 
balancing and adjusted later when data 
processed figures were available. 

Flow charts of simplified programs 
which included basic print-outs con- 


taining sufficient information to control 
the system. were distributed to partici- 
pants who settled down to work out the 
exercise. They had to recommend pre- 
parations for a meeting with systems 
analysts where they were to state what 
changes were needed to be incorporated 
in the system whilst the final programs 
were written. As a test of knowledge, 
flexibility of mind and expertise the 
working of the case study was a great 
success and its presentation was ex- 
cellent. 


Nuts and bolts of VAT 


As a complete contrast, the afternoon 
session of the second day of the school 
was devoted to ‘VAT and its implications’ 
when Mr John Marsom, taxation mana- 
ger, Shell-Mex and BP, gave a most 
lucid and comprehensive dissertation 
on value added tax. He described it as a 
‘nuts and bolts tax, as well as a part of 
Government planning’ and introduced 
his subject with historical comparisons to 
other taxes. 

Customs and Excise officials had said, 
according to Mr Marsom, that they would 
be paying within two weeks of the receipt 
of a claim from those people whose 
expenditure (including VAT) exceeded 
their turnover — a point which put the 
audience in a good mood. Such people 
would be able to claim monthly, whereas 
others (unless exempt) would make 
quarterly returns. In Mr Marsom's view 
the tax had enormous flexibility, and 


the estimated number of 9,ooo officers 
required to administer it seemed to be on 
the low side when one considered the 
large number engaged in the Inland 
Revenue on income tax and corporation 
tax. A general notice was to be issued 





The school in session. Mr B. W. Schwartz, B.Sc.(Econ.), A.C.M.A., chairman of the 


Education Committee, is the speaker. 
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to the public by the Commissioners of 
HM Customs and “Excise shortly after 
the Royal Assent to the Finance Act 
1972. All businesses must apply for 
registration except those with turnovers 
of less than £5,000 per annum; in their 
case registration was optional, but if they 
wanted to trade with registered busi- 
nesses and claim relief for VAT on input 
(purchases) it would be advisable for 
them to register as well. Even if organiza- 
tions like golf clubs (and clubs affiliated 
to industrial organizations) were not 
assessable under Schedule D for income 
tax purposes, there was no reason why 
they should not register for VAT because 
exempt traders would get no relief at all. 

Upon registration a VAT number 


would be issued, much the same as for. 


putchase tax certificate holders, Large 
companies with autonomous divisions 
would be able to register those divisions 
separately. . A. parent company could 
register -on its own, with subsidiaries 
doing likewise, or alternatively there 
‘could be group registration. 


THE 


ACCOUNTANT 


However, Mr Marsom pointed out, 
where an organization had both auto- 


nomous divisions and subsidiaries there 


could be no permutation of these group 
components. Thus registration could be 
effected by the group as a whole, by the 
parent company and divisions, or by the 


-parent and subsidiaries, but not by the 


parent and divisions and subsidiaries. 
Fortunately, inter-company or inter- 
divisional trading within a group did not 
attract VAT. 

In answer to a questioner Mr Marsom 
explained that the collection of VAT 
was preferable at each stage of commercial 
transactions rather than the final stage, 
as the latter system could encourage 
evasion: “the EEC would not like it 
anyhow'. Records had to be kept for at 
least three years and these could be held 
on microfilm or magnetic tape. 

Arrangements had been made, ob- 
served Mr Marsom, for the interchange 
of information between the Commiis- 
sioners of the Inland Revenue and those 
of HM Customs and Excise. The latter 
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considered that the system would be self- 
policing and that their inspectors would 
not be visiting companies more than 
once in five years. An interesting. reflec- 
tion was that external auditors would not 
be directly involved with WATT" ‘as, they 
had been with investmeñt, ec e P | 





Closing forum 


The final morning of. the, suñimer schpal 
was very active as the itj ESA o hours were 
spent in listening to antl question the 
‘Audit managers’ forum*onsisting of 
Mr Ray Scott-Mitchell, of John Laing & 
Son, Mr Russell Leitch, F.C.C.A., of 
South Western Gas Board, and Mr Jeff 
Ridley, of Kodak, under the chairman- 
ship of Mr Whittaker. There was sub- 
sequently a discourse for an hour and 
40 minutes by Mr Alan Evans on 
“Training internal audit staff for work on 
computer audits’. 

The closing address was given by Mr 
T. W. Scriven, A.c.1.s., West European 


Regional Director of the Institute. 








‘Management of Company Finance 
by J. M. SAMUELs and F. M. WILKES. 
Nelson, £4-95. 


The joint authors of this book are connected with the Graduate 
Centre for Management Studies at the Universities of Bir- 
mingham and Aston, J. M. Samuels being Professor of Business 
Policy and F. M. Wilkes a lecturer in economics. The book 
comprises over 500 pages, has 380 references to other pub- 
lications and lists 67 books and articles for further reading. ` 

Of the 18 chapters, five are devoted to the various sources 
(and relative costs) of raising capital, seven to management 
aspects relating to capital, inventory, receivables and cash, and 
three to financial evaluations (shares, mergers/takeovers, and 
acquisition). The remaining three chapters deal with the 
financial community in general, the legal and tax environment 
and the control and measurement of performance in divisions 
following decentralization. 

Inevitably, mathematical equations enter into the presentation 
and solving of the problems that the book illustrates but the 
chapter on management of inventory appears to have been 
overloaded in this respect. Nevertheless, the book remains 
.. very readable. 

Research and. develópment expenditure is not dealt with in the 
book and this leaves a gap in financial management, in a field 
which has proved a vulnerable one in the recent history of some 
- well-known organizations. 


The authors state in the preface that their aim is to provide 
a framework of knowledge which will assist the financial manager 
in making decisions, and they have undoubtedly achieved their 
purpose. The book combines scholarship with practicability 
and shows all the signs of careful preparatini and research. 


Management Accounting and 
Behavioral Science 


by Epwin H. CAPLAN. 
Addison-Wesley Publishing, paperback £130. 


Management involves decision-making. Decision-making res 
quires information. Management accounting is the primary 
formal information system within the modern business or- 
ganization. Therefore an integration of management accounting 
and modern organization theory seems desirable — ‘In any 
event it is unlikely that the effort to apply behavioral theory 
to management accounting could generate very much ad- 
ditional conflict and discontent . . . and it is possible that such 
a movement might produce favourable results.’ 

The principal concern of this book is to suggest the need to 
apply behavioral theory to the management accounting 
function. The argument is lucid, and the book easy to read. 
As for its usefulness, there seems to be a need for a book such 
as this which can be used in conjunction with standard texts 
in both undergraduate and graduate courses in cost and man- 
agement accounting. The need is more evident if it is true, as 
the author suggests, that the American Institute may introduce 
behavioral accounting questions in future examinations. 


RECENT PUBLICATIONS 


‘TAXATION OF BUSINESSES AND BUSINESS TRANSACTIONS, by M.* 
Storz, A.C.C.A., F.T.1.1., x1+297 pp. 85 x sk. Oyez. Publications, 
paperback, £2- . SO. 

SOCIAL Issues IN Business, by Fred Luthans and Richard M. 
Pa viii +282 pp. ob x 6. AA paperback, 

2 


These books may be obtained from, or through, Gee & Co (Publishers) ` 
Ltd, The City Library, 151 Strand, London WC2R IT, 


í 
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in England and Wales 


Council Notes - Points of Interest from July Meeting 


Under the chairmanship of the President, 
Mr D. S. Morpeth, T.D., B.COM., F.C.A., 
a meeting of the Council of The Institute 
of Chartered Accountants in England and 
Wales was held on Wednesday, July sth, 
1972. 

Matters considered included the follow- 
ing: 


Retirement and resignation 
from Council 


Mr Claude Cros Basis M.A., LL.B., 
F.C.A., Bristol, has retired from member- 
ship of the Council on reaching the age of 
7o. Mr Croxton-Smith was elected to 


the Council in 1956, and was President ` 


of the Institute from June 1970 to June 
1971. i 

Mr John F. Allan, F.C.A., Liverpool, has 
resigned from the Council on grounds of 
ill-health. Elected to the Council in 1961, 
Mr Allan has served on a number of 
Institute committees. 


New Institute publications: 
VAT and corporation tax 


The Institute will be publishing books 
on VAT (authors E. E. Ray and F. A. 
Sherring) and on corporation tax — the 
imputation system (author L. H. Clark) 
as soon as possible after finalization of 
the appropriate legislation. ‘The books 
will give readers a ready grasp of these 


.major changes in the taxation system. 


Trustee Savings Banks 


The directive by the National Debt 
Office that Trustee Savings Banks should 
depreciate computers by reference to the 
period of capital repayment is to be 
withdrawn Ale EE be 
the Institute. 

The National Debt Office is expected 


to issue a new directive that depreciation 






should be based on an assumption of an 
eight-year useful life beginning in the 
year in which the equipment is brought 
into use; that is, at a rate of 12% per cent 
of cost. 

The National Debt Office has been 
advised that, in view of the high rate of 
technical obsolescence, an eight-year 
period might well be too long and that 
auditors of trustee savings banks should 
periodically review the appropriateness 
of this period and advise their clients 
to increase the depreciation provision if 
this is appropriate. Where this is not 
done and the shortfall is material, 
auditors should qualify their reports. 


Probationary period of articled 
service 


Since: November 1963, articles of clerk- 
ship have provided for a probationary 
period of six months during which the 
articled clerk or the principal may 
terminate the articles by giving appro- 
priate notice. 

It is now considered that a probationary 
period of six months is not sufficient to 
fulfil the object for which i it was originally 
conceived. 

The Council has therefore decided that, 
provided members agree, the proba- 
tionary period within articled service 
should be extended to one year. The 
implementation of this decision is de- 
pendent upon changes in the existing 
bye-laws, and for this reason the earliest 
date upon which the proposal can be 
effected is Autumn 1973: 


Ethics committee 


A new committee has been appointed to 
review and if necessary reformulate the 
ethical policy of the Institute and there- 
after to-maintain a continuing review of 
ethical pohey 


JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


- NWi 


Members present 


The following members of the Council 
attended the meeting: 


Mr D. S. Morpeth, t.p., President; Mr 
E. K. Wright, Deputy-President; Mr K. r : 
Sharp, T.D., Vice-President; Messrs J. F. 
Allan, D. E. M. Appleby, G. R. Appleyard, 
B. D. Barton, J. C. Bayley, Sir Henry 
Benson, G.B.E., Messrs D. A. Boothman, 
L. H. Clark, J. D. Cormie, R. W. Cox, C. 
Croxton-Smith, P. H. Dobson, J. V. Eastwood, 
Professor H. C. Edey, Messrs $. Edgeumbe, 
J. Forbes, E. J. Frary, J. W. G. Frith, J. P 
Grenside, R. F. Griffiths, S. R. Harding, W. 
Hare, M. R. Harris, J. S. Heaton, J. A. 
Jackson, A. W. John, C.B.E., G. B. Judd, 
R. O. A. Keel, 8. Kitchen, Sir Ronald Leach, 
C.B.E., Messrs M. G. Lickiss, J. Lunch, B. A. 
Maynard, W. R. McBrien, E. C. Meade, 
W. G. Medlam, S. A. Middleton, W. Bertram 
Nelson, c.B.E., E. J. Newman, D. G. Richards, 
D. W. Robertson, B. G. Rose, J. D. Russell, 
R. G. Slack, H. G. Smith, C. C. Taylor, R. H. 
Taylor, A. G. Thomas, R. P. Tovey, A. H. 
Walton, D. N. Walton, J. Whitehead, R. G. 
Wilkes, O.B.E., T.D., Š. P. Wilkins, J. C. 
Montgomery Williams, R. G. Wilson. 


Re-admissions to membership gi 
under Clause 23ofthe ` 
Supplemental Royal Charter : 


. The following re-admissions to member- 


ship have become effective: 

The Hon. Nicholas Charles Cavendish, 
A.C.A., 40 Regent Street, Paddington, 
NSW 2021, Australia. - 

Nils Peter Grut, B.A. A.C.A., c/o 
Messrs Peat, Marwick, Mitchell & Co, 
26 Rue de Berri, Paris 8, France. 

Derek Stone, B.A, F.C.A., London 
Graduate School of ‘Business Studies, 
Sussex Place, Regent’s Park, London 
454A. 

Harold William Watterson, ` F.C.A., 
Ravens Court, Uppingham Road, Key- 
thorpe, near Tugby, Leicester LE7 9XJ. 
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NEW ACASS. 
EXECUTIVE MEMBER 


DAVID STEEDS, B.A., M.A., a three-year 
articled clerk with the London office of 
Cooper Brothers & Co, has been appointed 
to the Executive Committee of ACASS. 

A.co-opted member of the Conditions 
and Employment Board since April, he 
is ‘already very much involved in 
examining organized labour techniques 
and employers’ obligations under current 
legislation as referred to under ‘Round- 
about’ in last week’s issue. 

Educated at Clare College, Cambridge, 
where he obtained his Bachelor of Arts 
degree, David Steeds subsequently at- 
tended Warwick University from 1970 
to 71 where he was awarded his Master 
of Arts degree. He has been with his 
present firm for the last nine months. A 
linguist — he speaks French, German and 
Russian — his interests range from the 
European Economic Community and 
ecology (he would like to see companies 
take a more positive approach on this) 
to squash and sailing. He is also a 
member of the Guildford Proteus Choir — 
` well known in the music world. 


PROBATIONARY PERIOD TO 
BE EXTENDED 
Proposals by the ACASS Conditions 
of Employment Board for an extension 
of the present probationary period within 
the term of articled service from six 
months to one year have met with a 
- prompt response from the Council of 
The Institute of Chartered Accountants 
in England and Wales. At its July meeting, 
reported on another page, the Council 
announced its intention of recommending 
an extension of the probationary period 

to one year. 

During this probationary period, which 
is intended to ensure an adequate 
opportunity for both principal and clerk 


S 
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Student Roundabout 


to reach a considered judgement on their 
willingness to continue the formal train- 
ing contract, articles may. be determined 
by not less than r4 days' written notice 
by either party. As mentioned in 'Round- 
about’ last week, ACASS has already 
recorded its view that an extension of 
this probationary period can do nothing 
but good. 

The earliest date for implemention of 
the new proposals, subject to acceptance 
by the membership, will be in the autumn 


of 1973. 
VAT AT PRESTON 


A timely one-day seminar on value added 
tax for members of the Preston CASS is 
being held on Monday, July 31st, at 
Samlesbury Hall, Preston, at 10 for 10.30 
a.m. 

It is recognized that the transitional 
problems arising from the introduction 
of the tax will be considerable for the 


profession and it is essential therefore that 
articled clerks should familiarize them- 
selves with the subject just as much as 
qualified members. 

The fee for the seminar is {1-50 which 
includes lunch and light refreshments. 
Principals are also invited to attend and 
applications should be sent without delay 
to the Society’s secretary, Melvyn 
Entwistle, 10 Borough Road, Darwen, 
Lancs BB3 IPL. 


-CRICKET PLAYERS WANTED 


The Preston CASS whilst claiming at 
cricket to have achieved some good results 
often against stronger opposition from 
the larger societies is now in need of some 
talented players if it is to maintain its 
‘good results’. 

Members who wish to be considered 
for the Society's team should contact the 
secretary, Melvyn Entwistle, 10 Borough 


Road, Darwen, Lancs. ‘Telephone 72111. 


Articled Clerks’ Training © 


Manual 


UBLICATIONS by the Articled 
Clerks’ Education and Examination 


Committees of The Institute of Chartered 


Accountants in England and Wales will. 


in future be standardized in size and 
style for collation in an appropriate 
binder. Two booklets for publication 
this autumn will deal with (a) the 


general techniques of training and (b) 


particular problems encountered in the 
training of articled clerks, illustrated by 
case studies. The solution offered to 
these problems, it is stated, will provide 
“valuable information on such areas as 


motivation, educational facilities, coven- 
ants within articles, as well as other im- 
portant aspects of a clerk's service’. 

A proposed third booklet, reviewing 
in detail the nature and depth of ex- 
perience available to articled clerks 
within the profession, is currently under 
active consideration. 

Additional to the manual, a series of 
forums for members responsible for the 
training of articled clerks will be held 
later this year. The first two will take 
place in London, from October 16th to 
18th and November 8th to roth. 


Wë TOCKTAKI NG for audit stock control etc carried out by | 


t experts, quickly and efficiently 


N *T'COT 


THE Ducati FTOCKIARING SERVICE ` GARDALE HOUSE 122 GATLEY ROAD GATLEY e CHESHIRE Tel. 061 428 6718 
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PROFESSIONAL NOTICES 


BuRGIS AND BuLLock, Chartered Ac- 
€ountants, of 11-13 Waterloo Place, 
Leamington Spa, announce that Mr J. E. 
FRANCIS, A.C.A., was admitted into part- 
nership as from July 1st, 1972. 


CLARK, BarrAMS & Co, Chartered 
Se of 6 Eldon Street, London 
EC2M 7LU, announce that Messrs 
R T. Apams, a.c.a., and D. M. Lapp, 
sA.C.A,, were admitted into partnership 
on July ist, 1972. 


CLARIDGE, TURNER & Co, Chartered 
Accountants, of Bradford, announce that 
JouN KENNETH ANDREW, A.C.A, has 
been admitted to the partnership with 
effect from July 1st, 1972. 


Drxon, WILSON, Tusss & GILLETT, 
Chartered Accountants, of Gillett House, 
ss Basinghall Street, London EC2, 
announce that Mr F. L. Evans, F.C.A., 
has been admitted to partnership with 
effect from July ist, 1972. 

Hut VELLAcoTT, Chartered Account- 
ants, announce that Mr F. G. BAKER, 
F.C.A., retired on June 30th, 1972, after 
40 years as a partner in the firm and one 
of its predecessors, Gowan, ASHBY and 
BARNSDALE. The firm also announces 
that, from July ist, 1972, Mr M. T. S. 
PEARMAN, A.C.A., has been admitted as a 
“partner in the general practice of the firm 
and that Mr D. C. ANNING, A.C.A , has 
been admitted as a partner in the Canter- 

“bury and Deal branches of the practice. 
` MELLOR, SNAPE & Co, who have been 

dl for some years with JOSOLYNE 
CLAYTON-BENNETT & Co, announce that 
s from July rst, 1972, their practice 
Manchester will be carried on under 
name JosoLyne LAYTON-BENNETT A 
A -hartered Accountants. From that 
GT D. WALKER, M.B.E., F.C.A., 
G. W. "TynwirTT- DRAKE, F.C.A., 
in JOSOLYNE LAvTON-BENNETT 




















& Co, London, became additional part- 
ners of the Manchester firm. The 
practice of MELLOR, Snape € Co, 
Chartered Accountants, will continue 
as before in Macclesfield, Crewe and 
Congleton. 

PAYNE, STONE, Fraser & Co, Char- 
tered Accountants, announce that with 
effect from July rst, 1972, Mr PETER 
J. €. SCOLDING, A.C.A., who has been a 
member of their staff for some years, 
has been admitted as a partner. 


SAFFERY, Sons & Co, Chartered Ac- 
countants, of 16 St Martin's-le-Grand, 
London EC", announce that Mr J. C. 5. 
FERGUSON, B.A., F.C.A., a partner since 
1954 in the old established firm of 
NEWMAN OLE, Bevan & Co, joined the 
partnership on July Ist, 1972. The 
practice will continue to be conducted in 
the name of SAFFERY, Sons & Co 


Wuinney Murray € Co announce 
with regret the withdrawal from their 
partnership of Sir REGINALD WILSON, 
C.A., consequent upon the acquisition by 
the Midland Bank Ltd of a majority 
shareholding in "Thomas Cook & SON, 
Lrp of which Str REGINALD is chairman. 


APPOINTMENTS 


Mr Geoffrey Bray, F.c.A., has been 
appointed group accountant to Walter 
Lawrence & Son (Holdings) Ltd. 

Mr Maurice Elderfield, F.C.A., M.B.C.S., 
director of finance of the South Eastern 
Gas Board, has been appointed a board 
member from July rst. 


Mr J. E. Platt 


Mr M. Elderfield 


Mr J. E. Platt, F.C.A., financial con- 
troller of Emu Wools, has joined the 
board of the company. 


Mr R. P. W. Millar, c.a., has been 
appointed a director of The City of 
London Brewery and Investment Trust 
Ltd. 

Mr Nigel A. Wheatcroft, F.C.A,, has 
become E managing director of W. A. 

Tyzack & Co, in addition to his present 
position as deputy chairman, and Mr 
Neville G. Hughes, F.c.a., has been 
appointed a non-executive director. 

Following the retirement of Mr D. M. 


Horspool, F.C.A., as director of finance 





and company secretary of NCR’s manu- 
facturing company in Dundee, Mr A. J. 
Robertson, c.a., controller, has been ` 













Mr J. MacKenzie — Mr A. J. Robertson 
appointed to the board as director of 
finance and assistant company secretary, _ 
Mr John MacKenzie, c.a., becomes ` 
company secretary. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


New List of Members 


The List of Members 1972 of the English 
Institute will be published on September 
4th. Copies will be available at {1-50 to 
members or their authorized. representa- 
tives calling in person at the Institute 
offices; also at £1775 post free to members 
and £5 to other persons. The topographi- 
cal list of practising members and firms 
will be separately available at 75p per 
copy. 

Overseas members wishing to receive 
copies by air mail should remit the 
equivalent of {1-50 plus postage on a 
parcel weighing approximately 3 Ib. 
Remittances should be made payable to 
‘Chartac’, accompanied in the case of 
postal copies by an adhesive self- 
addressed label. 

The 1972 list will include, for the 
first time, joint registers of management 
consultants and of organizations provid- 
ing company registrar or data processing 
services, in which one or more members 
of the English, Scottish or Irish Institutes 
are included as partners or directors. 


ACCESSIONS TAX STUDY 


Research into a possible accessions tax — 
a cumulative inheritance and gift tax ~ 
as an alternative to the present estate 
duty is being undertaken at the Univer- 
sity of Bath, jointly sponsored by the 
Institute for Fiscal Studies and a local 
charitable trust. The research will con- 
centrate upon the feasability of such a ~ 
tax and the problems associated wtih 
its introduction, including the experience 
of other European countries in ad- 
ministering legacy and gift taxes. 

The research team is headed by Pro-. 
fessor Cedric Sandford, Professor of | 



















Political Economy at Bath University, 
with the assistance of Mr J. R. M. Willis 
C.B., C.M.G., a former Deputy Chairman 
of the Board of Inland Revenue. It is 
hoped that the results of the study will 
be available in time to make a significant 
contribution to the debate on death 
duty reform generated by the Govern- 
ment's Green Paper on inheritance tax 
(Cmnd 4930, The Accountant, March 
3oth). 


IN PARLIAMENT 
Income Tax Return Form 


Mr CHURCHILL asked the Chancellor 
of the Exchequer what plans he has to 
change the format of the income tax 
return form. 

Mr Patrick JENKIN: These forms are 
constantly reviewed, but we have no 
present plan for major changes in them. 

Hansard, June 27th, 1972. Written 
answers, col. 281. 


Leopold Joseph Investment 
Trust Ltd 


Mr MaxwELL-HysLoP asked the Chan- 
cellor of the Exchequer what action he 
intends taking to prevent the directors 
of the Leopold Joseph Investment Trust 
Limited from evading the investment 
currency premium by the method an- 
nounced by them in their prospectus 
published in a national newspaper on 
June 16th, 1972, a copy of which is in his 
possession. [The Accountant, June 22nd.] 

Mr Patrick JENKIN: None. Under 
rules which have operated for some years, 
the Bank of England can approve pur- 
chase of foreign currency securities with 
the proceeds of a foreign currency loan 
as an alternative to the use of investment 
currency. 

Hansard, June 27th, 1972. Written 
answers, col. 280. 


Value Added Tax: Churches 


Mr IAN CAMPBELL asked the Chancellor 
of the Exchequer what is his estimate of 
the revenue from the churches in 
Scotland after the imposition of value 
added tax; and what representations he 
has had from these bodies. 

Mr HicGiNs: À church would be 
accountable for VAT only in respect of 
any taxable business activities and it 
would, for that purpose, be treated in the 
same way as a commercial undertaking. 
No estimate of any revenue from 

J churches in Scotland is available. The 
` Churches Main Committee has written to 
my right hon. friend and I have met a 
nt deputation from the committee and 
National Council of Social Service. 

ARTHUR Lewis asked the Chancel- 
the Exchequer (1) whether he is 
the concern felt by the Church 














of England that the imposition of value 
added tax will impose additional costs to 
that church of £1 million per annum, 
and whether he will agree to meet repre- 
sentatives of that church to discuss this 
problem; 

(2) whether he is aware of the concern 
felt by the Roman Catholic Church that 
the imposition of value added tax will 
impose additional costs to this church of 
£300,000 per annum; and whether he 
will agree to meet representatives of this 
church to discuss these problems. 

Mr Hicerns: I met a joint deputation 
from the National Council of Social Ser- 
vice and the Churches Main Committee, 
which included representatives from these 
two churches, on May 25th. 

Hansard, June 20th, 1972. 
answers, col. 57. 


Written 


Mortgage Interest Relief 


Mr R. C. MITCHELL asked the Chan- 
cellor of the Exchequer if he is now able 
to estimate how much would be saved 
by the Exchequer by disallowing mort- 
gage interest relief for that part of a 
mortgage over [ 10,000, 

Mr Patrick Jenkin: No. But the yield 
would be small, unless the disallowance 
extended to mortgages of business pre- 
mises and income-producing properties. 

Hansard, June 27th, 1972. Written 
answers, col. 281. 


Dependent Relative Allowance: 
Tax Coding 

Mr Trew asked the Chancellor of the 
Exchequer what instructions are being 
given to tax offices regarding the coding 
for pay-as-you-earn purposes for 1973-74 
of taxpayers at present receiving the 
dependent relative allowance. 

Mr BanBER: I propose that the practice 
that the dependent's income limit for the 
full allowance should be the same as the 
basic National Insurance retirement pen- 
sion shall continue for 1973-74 and I 
intend to bring forward the appropriate 
legislation in next year's Finance Bill. In 
the meantime, tax offices are being 
authorized to fix code numbers for 
1973-74 on the basis that the full depen- 
dent relative allowance will be due if the 
only income of the dependent for that year 
is the basic pension (or income of the 
same amount). 

Hansard, June 28th, 1972. Written 
answers, col. 379. 


Company Amalgamations: 
Advertising 


Mr RoNALD BROWN asked the Chan- 
cellor of the Exchequer whether he will 
seek to ensure that money spent by firms 
on public advertising to avoid amalgama- 
tion will not be tax deductible. 


. Mr Norr: Expenditure on a car 
to prevent a change in ownership o 
shares of a company is not dedu 
under existing law, but if the expenditu 
is shown to be wholly and exclusively for 
the purposes of the company’s trade it is- 
rightly deductible in computing the. 
profits of that trade. : 

Hansard, July 6th, 


answers, col. 215. 


1972. Written 


MCA VICE-CHAIRMAN 


New Vice-Chairman of the Management 
Consultants Association is Mr Ernest W. 
Barnes, F.C.A., F.C.C.A., senior executive 
director of Price Waterhouse Associates. 
Chairman for the ensuing year is Mr 
Kenneth Kenrick, chairman of Inbucon 
Ltd. 

Joining Price Waterhouse in 1055, Mr 
Barnes became a manager in 1961 and, 
after a period in New York, was appointed 





a director in 1966, becoming a partner in 
1967. Besides his membership of the. 
English Institute and of the Association, 
he is a member of the Institute of Man- — 
agement Consultants, the British Institute ` 
of Management, the Research Institute 
of Management, and the Research Com- 
mittee of the English Institute. 


INDUSTRIAL RELATIONS 


Cooper Brothers & Co Ltd, management 
consultants, will be providing the speakers 
at a two-day seminar held by Manage- 
ment Studies Centre at the Café Royal, 
London, on July :gth-2oth, on “The 
Industrial Relations Áct and implications 
for the smaller company'. They are Mr 
M. S. Armstrong, B.SC.(ECON.), M.I.P.M., 
Mr R. F. Cooke, B.A., M.B.A., and Mr 
J. R. Boddy, LL.B., B.SC.(ECON.), A.C.C.A., ` 
A.C.L8., and they will discuss the develop- _ 
ment of a strategy for industrial relations 
which is integrated with the corporate 
objectives and management practices of a 
company. Other topics will include the 
general implications to employers of the 
Act and the Code of Industrial Relations 
Practice, union recognition and negotiat- 
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ing rights, and communications and 
consultations. 

Fee for the seminar is £45, covering: 
the provision of lecture notes, coffee, 
lunch, and tea. Applications to attend 
should be made to the Programme 
Controller, Management Studies Centre, 
14 Queen Victoria Street, London 
ECAN 4S Y. 


FACETS OF MANAGEMENT 


During the next academic year the 
Manchester. Business School wil be 
repeating the series of short courses held 
for the first time last year. Subjects are 
in the main aimed at middle management, 
for example: ‘Management accounting 
and control’, from October 2nd to 6th, 
and ‘Computers in decision making’ from 
November 27th to December ist; but 
there are some intended for a more 
senior level such as the course on 
‘Financial management’. from November 
12th to 15th. D 

Each course is of four days' duration 
and all participants will be accom- 
modated at the school at an inclusive fee 
of £160. Full details may be obtained 


from Mr John Hutton, Director of Short . 


Courses, Manchester Business School, 
Booth Street West, Manchester MIs 6PB. 


MECHANICS OF VAT 


A recently-published booklet by Mr I. A. 
Munro, B.SC.(ECON.), The Mechanics of 
VAT, is a comprehensive but concise 
guide to value added tax, written without 
the use of any specialized terminology. 
Basic principles are covered such as 
exemption, point of liability, sums pay- 
able and how they are to be determined, 
and registration requirements. 

There are also chapters dealing speci- 
fically with the transition period (from 
the time the Finance Act 1972 is passed 
until its implemention), accounting, re- 
turns and the powers of the Commis- 
sioners of Customs and Excise. 

Copies of the booklet may be obtained 
from M. W. Marketing Ltd, 67 Park 
Place, Cardiff CF1 3AS, price £1:85. 


THE MONEY MAZE 


A new film which examines the various 
sources of finance available to a company 
from its formation to the time it goes 
publie, The Money Maze, has been made 
for Charterhouse Finance Corporation. 
Intended to promote a better under- 
standing of how the City works and the 
kind of financial services it provides to 
industry, this twenty-minute 16 mm 
colour film attempts to dispel the con- 
fusion frequently caused by financial 
terminology and shows when and how 
a company can best use the services of the 
City to find the right sort of money for its 


ACCOUNTANT 


needs at the right time and the right price. 

The Money Maze is primarily aimed 
at company directors who are not 
financial experts but who, as directors, 
are required to make decisions on 
finance. It is also suitable for middle 
management and other audiences. One 
of the messages of the film is that cost 
alone is not always the determining 
factor between alternative methods of 
finance. It is also important to decide 
for what purpose and for how long the 
money is needed, as this will affect the 
kind of finance that is most appropriate. 


ECONOMIC SURVEYS 


Two further booklets in the series of 
annual economic surveys of developrnents 
and prospects in member countries of the 
Organization for Economic Co-operation 


and Development have recently been 


issued covering the United States and 
Japan. Copies of the booklets are obtain- 
able from HMSO, price 35p each. 
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ACCOUNTING FOR VAT 


We regret that a typographical error 
occurred in Mr Midgley's article in The 
Accountant last week. In the first example 
on page 13, the second line under ‘Pur- 
chases' should read 'Debit VA'T account 
with input tax', and not as shown. 


HOCKEY 


Purley 3 
Chartered Accountants 2 


The Chartered. Accountants’ Hockey 
Club lost to Purley in their first summer 
game by 3-2. 'T'he home side were always 
one goal ahead although the visitors had 
plenty of chances. Gallant scored just 
after half-time and when Purley again 
took the lead it was Croomker who put 
in the CAs' second goal. McLaughlin 
had several near misses. The defence 
centred round Missan who was able to 
take the ball unchecked through almost 
all the Purley side. 


LONDON ACCOUNTANTS' FOOTBALL LEAGUE 


The annual general meeting of the 
London Accountants’ Football League 
was held on June 27th, when the follow- 


ing officers were elected for the 1972-73 . 


season: 


President: Mr G. Howe, F.C.A. ` 
Chairman: Mr D. L. Rose, F.C.A. 
Vice-Chairman: Mr K. Wilson. 
Treasurer: Mr A. C. Moran, F.C.A. 
Referees’ Secretary: Mr L. Segal. 


Secretary and Match Secretary: Mr B. 
Stallard. 
At the meeting 27 teams were taken 
into membership for the 1972-73 season. 


If there is any firm of accountants wishing 


to take up the one remaining vacancy, 
they should apply to Mr B. Stallard, c/o 
Pannell Fitzpatrick & Co, Lee House, 
London Wall, London EC2Y sAL. 
Telephone: 01-606 7051. 


Final League Positions for 1971—72 


Division One 

Hazy Ideas (Arthur Young) 

Crest House (Deloitte) 

Tristars (Touch Ross)  .. 

FC Alpha (Arthur Andersen; 
Temco (Temple Gothard) 

Finnie (Finnie Ross) , 

BSC (Baker Sutton) bo "m 
Smallfield (Smallfield Rawlins) .. 
Goodman (Goodman Jones) 
Hanover (Singleton Fabian) 
Heretics (Hereward Scott Davies) : 
Lennap (Pannell Fitzpatrick) | 
Stoics (Stóy Hayward) 


Division Two 

Tansley. (Tansley Witt) .. 

Pridie (Pridie Brewster) 

S. Gees (Sproull Goddard) 
Jesters (Josolyne Layton-Bennett) 


.Efjaybee (Fuller Jenks) 


Wandabarr (Andrew Barr) 
Cohorts (Crane, Houghton) 

Tor Beta (Thornton Baker)  .. 
Alpha Res. (Arthur Andersen) .. 
Crest Res. (Deloitte) E Ge 
Apocope (Robson Rhodes) s 
Cobra (Casson Beckman, Rutley) 
Liquidators (Trent Raymond) .. 
Moorscott (Morley & Scott) 


P W D L F A Pts 
I2 I2 O O 45 9 24 
12 10 1 I 62 12 21 
I2 9 2 1 38 13 20 
12 o O 3 so 22 18 
12 7 1 4 34 35 15 
I2 5 Ó 7 19 30 IO 
12 3 3 6 30 33 9 
12 4 o 8 34 43 8 
12 4 O 8 32 41 8 
12. 30 23 3-24. 32 8 
I2 4 o 8 21 42 8 
I2 2 © IO 15.48 4 
12 I I IO 21 65 3 
P W D L F A i Pts 
I3 10 2 I 78 28 32 
I3 11 Oo 2 68 26 22 
I3 10 "I 2 67 21 21 
I3 10 © 3 41 20 20 
13 8 1 4 63 20 17 
13 7 2 4 44 26 16 
13 6 2 5 42 39 14 
13 5 3 5 38 59 13 
13 4 2 7 32 56 10 
13 2 4 7 37 37 Š 
13 3 2 5 29 47 8 
13 I 3 9 IS 5I 5 
13 2 0 11 19 80 4 
13 1, © 12 19 $82 2 
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July — | X ME? + 3% IA” 
Knight 
Frank & 
Rutley 


Auctioneers and Surveyors : 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 
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Make your .— 
. short-term money 
work overtime 3^ 
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Funds you have available short-term—even just overnight— | 
can be put to work by Gilletts, and profitably for you. We have 
been London money-market dealers for over a hundred years, 
and we make markets in Sterling and Dollar certificates 
of deposit and Government Bonds and Bills. E m— 

In association with the Kirkland-Whittaker Group, leading Ge 
brokers in sterling and eurocurrency deposits, we offer a mi 


complete money market service. 


Gillett Brothers 


Discount Company Ltd 
65 Cornhill, London EC3V 3PP ` 
Telephone: 01-283 3022 Telex:.887103 
The market makers P sms 


Mo, 4 "adis 
Associates: The Kirkland-Whittaker Group Limited, St. Alphage House, Fore St, EC2Y 5JH. Telephone: 01-638 9354. Telex: 883499. 
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SANTO MALES UE e 


WHILE STOCKS LAST AND STUDENTS GASP AT THIS UNREPEATABLE CHANCE. OFFER LIMITED 
-TO U.K. THESE COURSES, FULLY UPDATED FOR 1971-72, BUT WITHOUT THE QUERY SERVICE, 
ARE SUITABLE FOR THE FOLLOWING EXAMINATIONS AND FOR PERSONS WHO WISH TO UPDATE: 

* 55.1 INSTITUTE OF TAXATION ASSOCIATESHIP INTERMEDIATE. OCTOBER 1972. 

` * $S.1.& SS.2 INSTITUTE OF TAXATION ASSOCIATESHIP FINAL. OCTOBER 1972. 

* TAXATION PAPERS OF LEGAL & ACCOUNTANCY BODIES. AUTUMN/WINTER 1972. 


'THE BEST TAXATION COURSES 










CONTENTS ALL UPDATED FOR 1971-72 . | 
Sei, INCOME TAX, SURTAX, CAPITAL GAINS TAX & SS2. EXECUTORSHIP & ESTATE E 
CORPORATION TAX.. A DUTY | 5 
I. Administration, Personal Allowances and Reliefs. Interest and Charges. 1. The Will & Personal Representatives, E A 
2. Sch. D. Cases | and |l. Adjustment of Profits. , 2. Estate Duty. 
3, Basis of Assets. Commencement and Cessation, Change of Accounting Date. 3. Estate Duty (continued). 
4. Capital Allowances. 5. Capital Allowances (Cntd.). 6, Losses. 4, intestacy, - : - I 
7. Partnership. Separate Assets. 8. Sch. B, C, D. Cases IIl, IV and V, 5, Legacies. Distribution'of Estate. 
9,. Sch, D. Case Vi. Sch. A. 10. Sch, E. Surtax, Special Charge. 6. Writing-up problems, 
lly Sch, D. Case VII. C.G.T., Introduction.- 12, C.G.T, Exemption and Reliefs. — 7. Advancement & Hotchpot. 
7 13, C.G.T. Companies. Husband and Wife. Wasting Assets. Options, 8. Statutory Apportionment. 
* $4, C.G.T, Quoted Securities. Takeovers. Bonus and Rights. ` 9, Equitable Apportionment. 
15. Corpn. Tax. Principles. Income and Charges, 10. Trusts & Trustees. 


16; Corpn. Tax. Losses and Group Relief. 


17. Corpn. Tas, Sch, F. Incjuding accounts treatment. . 
Y 18. Corpn. Tax. Close, Companies, Amalgamations arid Liquidations. N textbooks! 2 
supplements!” 
d E 


I9. Double Taxation Relief. Relief for Non-Residents. Trusts. 
20. Discovery. Negligence. Fraud. Back Duty. 






` 


BN om TALE : MARKE Ir FL] IMBÓRTANT NOTICE 


Are you on our Mailing List? H not, you are 
strongly advised to submit your name and 


i THE COLLEGE DF TAXATION mE address immediately. In due course we will be 


pleased to post you details of our 1973 pro- 


En x. gramme and the special privileges enjoyed by 
21 OAKBURY ROAD 0:48 Sas Members of this College. Meanwhile, it is 
LONDON SW6 > . E AN b 4 regretted that we can accept no more Members 


for 1972. 
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` Compare with others! You MUST buy on specification 
comparisons! SHOPERTUNITIES bring you World’s 
greatest value ever. Not a mini model with quality sacrificed! 
Only the price is massacred! Beautifully designed JTASP 
Desk model — sturdily built for years of service yet easily 
portable, Unrepeatable! Brand new. Fantastic scientific 
electronic calculating machine. Recommended list price 
£991 A product of world renowned Japanese high precision 
engineering! AC 220-240v. or Battery operated. Just 
switch on and you've got your own super Chartered 
Accountant at your fingertips — and IT never gets tired! 
When the phone rings — make “split second’ calculations so 
easily even on the most complicated commercial statistical 
questions and know you have the exact answer! lt could save 
you a fortune! Don't wait for additional complications of 
Value Added Tax to boost demand and increase price — seize 
this opportunity NOW! The performance of this sen- 
sational machine compares with models that once cost 
up to £200! Cope effortiessly with the most complicated 
calculations and fractions of all descriptions! It adds, subtracts, 
multiplies, divides (all basic calculations and mixed cal- 
culations}! Does in seconds what it normally takes hours to 
dol Silent push-button .operation. Results in a flash, 
clearly. visible on ‘clear view’ illuminated indicator! gn 
Automatic credit balance (with minus sign)! Floating 
decimal point - up to 7 decimal places OR CAN BE SET TERY 
TO OPERATE TO NEAREST 2 OR 4 DECIMAL *MAINS B 
AE Calculations to just one short of actes ipd . ON 
utomatic overflow indicator when input or answer exceeds : Á 
8 digits). Overall size only 84 X 43 X 14 in. approx. So compact AC/DC OPERAT “ 
and light you can take it from room to room — even on = Ss I 
journeys or abroad. With A.C. Adaptor (just plug in and Fantastic Performance: Nhe < 
YU S uaea de i GH 
+) — Z Si 
Në Plus 


it cuts out Battery operation), Set of Standard Batteries, 
a CONSTANT CALCULATION SETTING! 


Written Guarantee ‘and simple instructions {also U.K. 


After Sales Service). EVEN LESS THAN PRICE TO A 
AUTOMATIC OVERFLOW INDICATOR! "Sg 


WHOLESALER! Yes, send only £43°25 including car- 
riage etc. (no more to pay) and test on 7 day mail order 
SHOPERTUNITIES LTD.| GE 


approval. You'll know in 7 seconds you've che investment of a 
UK PRICE: 
B. BATTERY LEVEL INDICATOR! f | 
herd's Bush Green), LONDON W128AQ (Thurs. 1, Fri. 7). Also 


lifetime! Refund if not delighted.. 
di” 
(x NO EXTRAS TO BUY! | f d, 
37 HIGH HOLBORN (opp. Chancery Lane), LONDON WCi "n Së : 


(Thurs. 7). BOTH STORES OPEN MON. - SAT. — 9 a.m. — 6 p.m. ORDER BY POST TO UXBRIDGE ROAD, OR CAL 


n t 
Telephone 01-736 8389 . 


CTUPENDOUS! 


‘MAKE NO MISTAKE-NOT BUILT DOWN TO Á PRICE! : 
Mus aers ELECTRONIC 

` CALCULATING 7% 
MACHINE ` 


HAs cor EVERYTHING! 
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TRAVELLERS please note; Merchandising office at Holborn. 
Dept AC/CALCULATOR/1, 164 UXBRIDGE RD (facing Shep- 


the 


Send to Uxbridge.Rd or call at either store. COMMERCIA 
L AT EITHER STORE! | 
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A new retirement plan 
` for self-employed people 
fromthe biggest name 
in British pensions 
- has gotto be 
orth looking into... 




















Heres yourchance! ` ` 


Fill in the coupon now for your copy of L & G's Personal employment, just what L & G can do for him. The best way 
Retirement Plan booklet. Written with clients in mind, it ^ to sell a plan is to make it easily understood. And that's 
tells the self-employed man, or the man in non-pensionable what this carefully thought-out booklet does. 





To: I. B. Craddock, Legal & General Assurance Society Ltd., 
"Temple Court, 11 Queen Victoria Street, London, EC4. 
Tel: 01-248 9678. 


Please send me L.& G’s Personal Retirement Plan booklet, 
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The Profession in Europe 


\ 


CCOUNTANTS from ten countries, representing the 

present and candidate membership of the European 
Common Market, last week réleased an English trans- 
lation of their representations to the EEC Commission on 
the text of the proposed ‘fourth directive’ for harmonization 
of company law in Europe. This directive, it will be 
remembered, formed the subject of a contributed article in 
‘The Accountant of December gth, 1971. 

Considerable emphasis has been laid in the past on the 
contribution which British accountants and members of 
other professions are in a position to make to the develop- 
ment of company law throughout the enlarged Community, 
and the representations of the Accountants’ Study Group 
(Groupe d'Etudes) show considerable evidence of the influ- 
ence of UK law and practice. Thus, for instance, it is recom- 
mended that the requirement for accounts to show ‘a true 
and fair view’ should transcend compliance with a rigid 
structural framework; it is well recognized that financial 
statements may be arithmetically correct but may never- 
theless omit certain important information. The United 
Kingdom influence can also be traced in the recommend- 
ation that the audit of company accounts (subject to 
transitional provisions for the smaller enterprises) should 
be entrusted only to persons holding nationally-recognized 
professional qualifications, and that holding companies 
should be required to prepare consolidated accounts. 

The proposed fourth directive introduces the require- 
ment, in principle, for private companies to have their 
annual accounts and management report audited, but does 
not contain any provisions dealing with the audit of the 
annual accounts of public companies. This subject, it is 
understood, will be covered in another directive to deal 
. with the corporate structure of such companies. The 
Accountants' Study Group is opposed to the separate 
treatment of accounts and their audit, and recommends 
that the provisions of the fourth directive and the projected 
audit clauses should be simultaneously implemented — 
an obvious safeguard, it may be thought, to ensure that all 
the provisions for protection of shareholders and third 
parties are co-ordinated. Further, and again in line with 


i 
y 


E? 


British practice, ít calls for a directive speciñcally to make 
clear that the initial responsibility for preparation and 
presentation of a company's accounts rests with its directors 
or general management. 

Though the EEC Commission is already committed in 
principle to the view that there should be no distinction 
between the qualifications required for audit of public and 
of private companies, immediate implementation of such a 
rule — particularly in states where a number of private 
companies have hitherto had their accounts voluntarily 
audited by persons not meeting the requirements for 
performing the statutory audit of a public company — could 
create difficulties, in view of the resulting shortage of 
qualified auditors. Authorization of unqualified persons to 
perform statutory audits, even on a temporary basis, is 
regarded by the accountants as unacceptable on the grounds 
‘that the validity of the annual accounts and the manage- 
ment report would be called into question, and that as a ' 
result the interests of shareholders and third parties, which 
should be safeguarded, would in fact be neglected to an 
unjustifiable extent’. As a transitional expedient, the 
accountants suggest that member states should be free to 
exempt from the statutory audit requirements those 
medium-sized private companies not having a balance 
sheet total in excess of 2,500,000 ‘accounting units’ 
(about {1 million), net turnover not exceeding five million 
units (£2 million) or not more than 250 employees. 

The Accountants’ Study Group of the then six members 
of EEC was set up in 1965 at the request of the Commis- 
sion to draw up recommendations for harmonizing the 
accounting regulations for public companies, private com- 
panies and groups to assist the Commission in its delibera- 
tions; more recently, accountancy representatives from 
prospective candidate countries, including the United 
Kingdom, have been admitted to its deliberations as ob- 
servers. The three Institutes of Chartered Accountants in 
England and- Wales, Scotland and. Ireland and the As- 
sociation of Certified Accountants are now full members of 
the group, together with accountancy bodies from the other 
candidate countries of Denmark and Norway. 
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Conciliation — Reality or Mirage? 


HE announcement that the CBI and the TUC have 
. # agreed to establish a voluntary conciliation and arbi- 
tration service as from September Ist next is to be wel- 
comed. The scheme will, it seems, be implemented in three 
stages, the first of which will be the setting-up of a panel 
of experienced arbitrators and conciliators to be approved 
^ by the two organizations. Then, at the second stage, with the 

service in being, it is the intention to appoint a full-time 
= director and deputy with a corresponding expansion in 
the service. Finally, it is hoped that all disputes will come 
within the scope of the new organization which will then 
. be fully established on a regional basis. While initially the 
scheme will be financed jointly by the sponsoring bodies, 
it is expected that ultimately the costs will be borne by the 
Government. | 

In the unhappy state of industrial relations — and it is 
really little consolation to observe that the great majority 
of labour is still working peacefully — any prospect of 
improvement that will ensure a rational basis for the resolu- 
tion of management-labour disputes is to be welcomed. The 
obvious question is, will it work? 

There can be little doubt about the willingness and 


determination of both the CBI and the TUC to make the . 


scheme work, for the former can see clearly enough where 
the present economic policy — or lack of it — is taking the 
nation, while the "PUC is anxious to do anything which will 


diminish public support for the Prime Minister's clear : 


intention to do something about pay ce pro- 
cedures. _ 
According to a joint statement, both parties are agreed 


that ‘collective bargaining is best brought to a satisfactory - 


conclusion by voluntary means and that the widespread 
availability of independent conciliators and arbitrators can 
help considerably to promote and maintain industrial 
peace’. It is noteworthy that the TUC has apparently 
managed to persuade the employers to support their 
emphasis on voluntary co-operation rather than the 
Government’s Industrial Relations Act and its legal 
powers. At the same time, the CBI probably had little 
choice in the matter but to agree to the TUC’s pressure, 
given its need for industrial peace if profits are to pick up. 

Nevertheless, when every allowance has been made for 
the obvious desirability of such industrial co-operation 
without government intervention, the plain fact is that it is 

impossible to see just how voluntary arbitration or con- 
ciliation can hope to deal with the type of problem which is 
currently plaguing industry. 

The first and easier of the problems stems from the 
substantial and, in most cases, quite unjustified pay claims 
-which are now being made. The Government simply 
cannot sit back and allow employers to bow to such de- 
mande, even if to refuse means an industrial dispute which 


` 
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could bankrupt some firms. Certainly the Government is 
right to insist that in all pay negotiations the consumer and 
the public interest, must be taken into account. For let 
it frankly be said, if anything has to be sacrificed in the 
present state of the economy and industrial relations when 
hard-pressed employers have to consider pay claims, it 
is almost certainly the public interest. They have their 
businesses to consider, and the prospect of recouping 
higher costs largely through higher prices is infinitely 
preferable to liquidation or bankruptcy at the end of a 
long strike. 

There is no point in deceiving ourselves. In the present 
industrial climate, with the continuing threat of redun- 
dancy — which is the second and more serious problem in 
industry — there is little hope of conciliation between two 
utterly divergent points of view. It may. be — indeed, it 
is sincerely to be hoped — that something will emerge from 
next week’s meeting of the National Economic Develop- 
ment Council at No. 10; but if so, it will be the first time 
for many years that a trade union visit to the Prime 
Minister has done anything to moderate the pace of 
inflation or improve industrial relations. 

Unless the Government is prepared for a further 
devaluation of sterling before many more months, it is 
well to recognize that the time is nigh when statutory 
powers will have to be invoked in the interests of curbing 
inflation. This will not, of course, resolve the basic prob- 
lem, but it will be a lot better than merely waiting on the 
side-lines. 
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Take-over Panel s Latest 


Rulings 


ULINGS of general interest in- 

cluded in the annual reports of the 
City Panel on Take-overs and Mergers 
for the years to March 31st, 1970 and 
1971, have recently been republished, 
together with a number of further 
general points of interpretation, in a 
new Practice Note No. 7. The previous 
Practice Note No. 7, originally dated 
October 6th, 1971, was withdrawn at 
the time of last February’s revised 
edition of the City Code (The Ac- 
countant, February 24th). Though 
several of the 1970-71 rulings were 
taken into account in the February 
1972 edition, some of the rules have 
been re-numbered, and the present 
note has been published for the con- 
venience of practitioners. 


Dealings in shares of a prospective 


“target' company are specifically stated 
to be subject to “ordinarily accepted 
standards of business behaviour”; thus, 
for instance, 1t would be regarded as 
improper for an offeror who has been 
supplied with confidential price-sensi- 
tive information in the course of take- 
over or merger discussions to continue 
. market dealings in the stock of the 
offeree company. Similarly, where a 
decision has been taken to discontinue 
negotiations, or not to proceed with 
an offer, dealings in the shares of the 
offeree company by any person privy 
to such a decision are prohibited in 
advance of a general announcement. 

The language used in press an- 
nouncements, it is emphasized, ‘should 
clearly and concisely reflect the posi- 
tion being described’; in particular the 
word ‘agreement’ -should be used with 
the greatest caution. Paid newspaper 
advertisements are now required to 
be conspicuously headed with the 
source of the advertisement. 

Panel approval of a ‘shut-out’ bid, 
it is indicated, is unlikely to be given 
in the absence of competent outside 
advice in addition to the recommenda- 
tion of the board of the affected 
company. Directors contemplating a 
“shut-out' transaction are strongly 
recommended to obtain independent 


advice at an early stage, and in any 
event before reaching an affirmative 
conclusion. 

The new Note 7, like its predeces- 
sors, should be read in conjunction 
with the particular sections of the 
Code to which it refers. It is intended 
to serve as a guide only, and 1s subject 
to amendment in the light of experi- 
ence. Copies of the full text are avail- 
able from the Secretary, Panel on 
Take-overs and Mergers, P.O. Box 
226, Stock Exchange Building, London 
EC2 2PJX. 


Institute's Fina! 
Examinations 


F the 6,960 candidates who sat 

for the May 1972 Final examina- 

tions of The Institute of Chartered 

Accountants in England and Wales, 

2,949 (42 per cent) passed, 551 were 
referred and 3,460 failed. 

One candidate passed m Parts I and 


' II together out of the 11 who sat. 


In Part I there were 3,502 candidates, 


of whom 1,541 (44 per cent) were 


successful, 259 were referred and 
1,702 failed. The First Place in 
Order of Merit, the Robert Fletcher 
Prize and the Deloitte Plender Prize 
for the paper on English Law I 
were won by Miss Sheila V. Masters, 
LL.B., A.T.LL, of London. Second 
Place in Order of Merit, the Walter 
Knox Scholarship, the Roger N. Carter 
Prize and the Deloitte Plender Prizes 
for the papers on Taxation I and 
English Law II were all awarded to 
David Colville, of London, and Third 
Place in Order of Merit and the 
O. C. Railton Prize were won by 
John Ormerod, also of London. 

In Part II of the examination there 
were 3,447 candidates of whom 1,407 
(41 per cent) passed, 292 were 
referred and 1,748 failed. First Place 
in Order of Merit, the W. B. Peat 
Medal and Prize, the William Quilter 
Prize and the Deloitte Plender Prize 
for the paper on Auditing were won 
by Jeffrey L. Hewitt, of London. 
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Second Place in Order of Merit, the 
Charles M. Strachan Prize, the Leo T. 
Little Prize and the Deloitte Plender 
Prize for the General Paper were 
awarded to Alfred Gbodimowo, of 
London, and Third Place in Order of 
Merit, the Tom Walton Prize, the 
Frederick Whinney Prize and the 
Deloitte-Plender Prize for the paper 
on Advanced Accounting II were 
won by Alan G. Hart, of Hull. 

A full list of the successful candi- 
dates and a summary of the complete 
results are published as a supple- 
ment to this issue. 


Questions in Parliament 


AX advisory officers to deal with. 

the queries of ‘people who cannot 
afford the services of an accountant’ 
are suggested by Mrs Sally 
Oppenheim (Cons., Gloucester) in a 
question she is to put to the Chancellor 
next Tuesday. She asks Mr Barber 
to arrange for local Inland Revenue 
departments to appoint such officers. 

While several of ‘Tuesday’s large 
batch of questions for the Treasury 
seek more extensive and more definite 
information about the way VAT is to 
operate, others look ahead to the 
impending changes in the income tax 
system, and Mr Norman Tebbit 
(Cons., Epping) asks for a Green 
Paper on the tax credit system. / 


TUC Representations on - 
Bolton Report 


HE Government's attitude to the 
small firms' sector, according to Mr 


. Anthony Grant, M.P., Parliamentary 


Under-Secretary of State for Industrial 
Development and Minister with special 
responsibility for small firms, was not 
to create a specially privileged class of 
businesses. It was solely to remove past 
discrimination and — as in the case of 
the new corporation tax — to prevent 
discrimination against small firms 
being built into new policies. The 
Chancellor of the Exchequer's main 
aim for small firms was to help them 
grow through encouraging the retén- 
tion of profits. He also wanted to freé ` 
them from unnecessary burdens, by, 
for instance, lifting shortfall as far as 
possible, but keeping it. where there 
was any real risk of avoidance. 

Mr Grant was speaking to a deputa- 
tion from the Trades Union Congress 


68 


on-implications of the Bolton Report. 
On industrial training he believed that 
group training schemes were a valuable 
means of making available training 
facilities and skilled training staff to 
small firms. On industrial relations 
he said that, together with his col- 
leagues in the Government, he wished 
to encourage collective bargaining by 
employers and responsible and effec- 
tive trade unions. 

While noting the TUC concern 
that an extensive network of small 
firms advisory bureaux could develop 
into a powerful pressure group for 
small firms, the Government was 
considering whether adequate means 
\ for channelling the small firm view 
existed and had to take this into 
account in relation to this particular 
recommendation. Mr Grant also 
stressed the importance of the small 
firms’ sector of the economy, pointing 
out that there were one and a quarter 
million small firms in the UK, 
accounting for over one-fifth of gross 
output and one-third of employment. 


Interfirm Comparison 
ESPONSE to the interfirm com- 


parison service for firms of ac- 
countants, introduced earlier this year 
by The Institute of Chartered Ac- 
countants in England and Wales 


(The Accountant, May 25th), has been. 


enthusiastic, Following the letter from 
Mr Kenneth Sharp, published in our 
columns last week, a further influx 
of applications has brought the total 
number of participating firms to just 
over 700. 

Firms of all sizes eve been quick 
to take part in the comparison, and 
the larger firms are well represented 
in addition to a number of medium- 
sized and small practices. It has also 
been pointed out that the service is 
not confined to firms in which all 
partners are members of the English 
Institute, and that other practising 
accountants are welcome to take part 
in the exercise if they so desire. 

As announced by Mr Sharp last 
week, applications from intending 
participants for the 1972 comparison 
must reach the Institute not later than 
July 31st, accompanied by the appro- 
priate remittance. The charge of fi 
per partner or member of staff, with a 
minimum of {25 and maximum of 

£100, has been determined to cover 


THE 


ACCOUNTANT 


the economic cost of the exercise, and 
does not represent any element of 
subsidy by the general body of 


members. 


Prophetic Utterances 


CCURACY of profit forecasts in - 


bid situations has attracted the 
attention, in recent years, of the City 
Panel on 'Take-Overs and Mergers — 
and with salutary results. Of the 
small minority of forecasts that failed 
to reach their target within the period 
covered by the Panel's report for 
1971-72 (The Accountant, June rst), 
satisfactory explanations were forth- 
coming in all but two cases. 

Prophecy has never ranked high in 
the skills traditionally required of an 
accountant; but an analysis of profit 
forecasts for the period 1970-71, 
recently undertaken by Mr C. A. 
Westwick, B.SC.(ECON.), F.C.A., for the 
Research Committee of The Institute 
of Chartered Accountants in England 


and Wales, reveals some interesting 


trends. Due no doubt to the innate 
conservatism of the profession, even 
in the rarefied atmosphere of a bid 
situation, actual results were found 
materially to exceed forecasts in 53 
per cent of the cases examined, against 
24 per cent of cases which fell signifi- 
cantly short; the remaining 23 per 
cent reached target to within -k2 
per cent. Some which fell short were, 
however, very short indeed — 15 out of 
203 companies failed to get within 28 


per cent of the forecast profit, whereas : 


only five exceeded it by 28 per cent or 
more. 

The date on which a forecast is 
made, in relation to the company’s 
accounting year, appears significantly 
to affect its accuracy. Mr Westwick 
calculates the chances of a forecast 
made within the first two months of 
the accounting year reaching its target 
(to a +10 per cent tolerance) as no 
better than so per cent, rising to 80 
per cent chance of accuracy if made 
between two and three months prior 
to the year end. Absolute certainty, 
according to his statistics, is not 
reached until two months after the 


close of the year — suggesting that, for 


the first two months, directors have 
no real knowledge of the actual 
results of the year. 


There is a much stronger prob-.. 


ability of forecasts by an offeree 


of the year of assessment (De, 
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company falling short of forecast than 
those of an offeror. Further, the 
available evidence suggests that pre- 
dominantly successful offeror com- 
panies are also those that make success- 
ful forecasts, whereas unsuccessful 
offeree companies De, who failed to 
fight off bids made for them) showed a 
predominance of results falling short of 
forecasts. 


Retirement Pensions and 
Schedule D 


ARDSHIP may arise when a 

person assessable under Schedule 
D on the income from a trade, pro- 
fession or vocation wishes to draw his 
National Insurance retirement pen- 
sion and, in order to qualify for the 
pension, reduces the scope of his 
business or his hours of work. ‘The 
Board of Inland Revenue this week 
announced a new extra-statutory con- 
cession to meet this difficulty. 

In the normal case of a continuing 
business, assessments under Schedule 
D are based on the profits of the year 
preceding the year of assessment, 
whereas National Insurance retire- 
ment pensions are assessable under 
Schedule E rules which require the 
assessment to be based on the income 
the 
current year). The Schedule D assess- 
ment on income of the business, 
together with the Schedule E assess- 
ment on the pension may together 
exceed substantially the amount of the 


pensioner's income in the first year of 


retirement and hardship may as a 
result occur. | 
In future, where a person carrying 
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on a trade, profession or vocation 
reduces the scope of his business or his 
hours of work in order to qualify for a 
retirement pension under the National 
Insurance Acts, his assessments will, 
where it is to his advantage, be com- 
puted as if he had at that time dis- 
continued his existing trade or voca- 
tion or profession and commenced a 
new one. 


Standard Project 
Network Techniques 


ECHNIQUES of project network 

analysis have become of major 
importance to the running of many 
modern organizations in almost every 
sector of the economy. Examples of 
such techniques familiar to today's 
management are 'Programme evalua- 
tion and review technology’ (PERT), 
‘Critical path analysis’ (CPA), and 
‘Critical path method’ (CPM). 

‘These techniques are a relatively 
recent innovation and there is much to 
be done in further developing the art 
and spreading knowledge in this sub- 
ject. An important part has been 
played in this respect by the British 
Standards Institution, which in 1968 
published the first national standard on 
the subject in the world, and has now 
carried out a major revision which is 
available as BS 4335-(1972) ‘Glossary 
of terms used in project network 
techniques’. 

The terminology established in the 
1968 edition has been changed very 
little but it has been extended con- 
siderably and, in order to foster 
international co-operation in this 
sphere, aligned with work carried out 
by an international study group. 
Appendices have been introduced in 
this revision of BS 4335 which define 
related terms in the field of cost 
measurement, data processing, line of 
balance and graph theory terminology. 

A standardized nomenclature is 
clearly of fundamental importance to 
the increased use of project network 
techniques, and it is expected that this 
standard will prove useful to teachers 
and students of the subject as well as 
the managers and engineers who 
practise it. Copies of BS 4335 (1972) 
are available at {1-25 (plus 20p 
postage for orders under £2) from 
BSI Sales Branch, ror Pentonville 
Road, London N1 9ND. 


Focus on Europe 
'T"OCUS ON EUROPE’ is the 


theme of this year's annual 
conference of the Association of 
International Accountants, to be 
held at New College, Oxford, this 
weekend. Speakers will include Pro- 
fessor Alan Tait, of the University of 
Strathclyde; Mr R. A. Bowman, 
F.C.C.A., F.T.LL, a member of the 







Association's board of examiners; and - 
Professor Douglas Lawton of the. 
Queen's University, Belfast, together ` 
with representatives from the Board. 
of Customs and Excise and the. 
Nederlands Instituut van Register- - 
accountants. 


The Association has been informed p 
that the Department of Trade and . . 


Industry has been unable to grant its 
latest application for recognition for 





Local Government Team Wins 
International Management Game 


HE UK national champions — a 
six-man team from the Treasurer's 
Department of the County Council of 
Essex — won the first ever International 
Management Game last Saturday at 
Hedsor Park, Bucks, by beating teams 
from Denmark, Wales and Ireland. 
The local government team made a 
final net profit of £5,748,970 — only 
£15,710 more than the Welsh cham- 


pions, Girlings of Pontypool, who | 


took second place with £5,733,260. 
The Irish Sugar Co, representing 
Ireland, were third with a net profit 
of £5,591,420 and Ringkobing Handel- 
skole, a Danish business school, came 
fourth with £2,710,630. 





Mr John Lamaca, A.LM.T.A., A.M.B.I.M., chairman of the winning team, right, receives the 


The prize for winning this inter- 
national management competition is a 
holiday in the West Indies. The 
Essex team will fly by BOAC for a 
five-day holiday in St Lucia where, 
deservedly, they will stay at the 
Halcyon Days Hotel. 

The International! Management 
Game, sponsored by the Financial 
Times, The Institute of Chartered 
Accountants in England and Wales and 
International Computers Ltd, in- 
volved the four top teams from over 
1,300 who took part in the national 
games in the UK, Denmark, Wales 
and Ireland. 


prize for his team, together with a framed certificate, from Mr E. Kenneth Wright, MA F.C.A., 
Deputy President of the Institute. Also pictured are Mr Tom Hudson, chairman of international 
Computers, and the Earl of Drogheda, chairman of the Financial limes. 


` the purposes of section 161 (1) (a) of 


he Companies Act 1948 (The Account- 
, January 21st and December 23rd, 
g71). Announcing this decision in the 





= course of his statement accompanying 
< the Association's annual report and 


accounts, the Chairman, Mr D. 
Colquhoun, T.D.,  F.A.LA.,  A.C.LS., 
assured. his members that the DTI 


.. had met the Association's representa- 
. tives ‘with sympathy and under- 
^ standing’, and that the campaign for 
+ recognition would continue. 


Rejection of the present application 


+ was based, according to Mr Colquhoun, 
` on two grounds: firstly, the relatively 
` high percentage (approximately 32 
per cent) of the membership who had 


been admitted without examination, 


and secondly that the Association's 





examinations, in the view of the DTI, 
had not yet reached the standard of 
those of the recognized bodies. 


Capital Grant or 
Subsidized Credit? 


[ grants are better for 
British farmers than the assisted 
credit facilities popular in Europe, 
says the Country Landowners’ As- 
sociation. The conclusion was reached 
by a special working party set up by the 
CLA in January (The Accountant, 
February 3rd) to investigate the ad- 
vantages and disadvantages of assisted 
credit. 

An actuarial study showed that, 
under present EEC rules, the British 











government could not pay an interest 
subsidy equivalent to the present 30 
per cent capital grant except on loans 
for periods of 20 years or more. 

The working party — which included 
Mr F. Clive de Paula, C.B.E, T.D., 
F.C.A., F.C.M.A., J.DIP.M A. — did not 
rule out the possibility of assisted 
credit being of some use in Britain. 
Assisted credit could help many 
farmers overcome their psychological 
reluctance to borrow, leading in turn 
to better financial disciplines and 
management. It could also help buffer 
agriculture against large swings in 
interest rates. 

The main disadvantage would be ` 
that the introduction of government- 
assisted credit would probably dis- 
place capital grants. 


QM 





THIS IS MY LIFE 


Treat Them Mean... 


by An Industrious Accountant 


HAD a boss once who was really the end. He was a 

mean grudging hound whose ability was on a par with 
his courtesy; both were conspicuous by their absence. 

He was managing director of a smallish firm with which 
I worked as secretary for 18 months after the war. The other 
directors were part-time nominees of two not-very- 
compatible principals who had established the firm pri- 
marily for research, with the marketing of its products as 
its secondary objective. My predecessor, charming but 
incompetent, had dropped a clanger or so too many, and 
I got the job rather luckily because the other applicants 
weren't much good. 

The boss’s calibre may be assessed by his manner of 


` dealing with his incoming post. His private secretary and 





a junior typist entered the letters in careful detail in a big 


¿> red book, under headings 'Sender/subject/passed to . . .' 
` while he read the morning paper beside them. Much of 
^ the mail came from our four outlying data-collection 
centres, but nothing was released until he'd scanned the 
lot, so the rate of action of the staff was reduced to a 
| . minimum. 


I asked too many questions, so he paid me back. The 
holiday entitlement was the usual two weeks per year, 
he explained, but unfortunately for me I'd joined on 
March 1st. In consequence he could only allow me one 
week this first year. I responded in consternation that 


= ten-twelfths of eleven working days was nine, not five- 
-and-a-half, but he wouldn't budge. 





However, one of our outlying centres, each of which 
I had to visit twice yearly, was close to a popular seaside 
resort. Accordingly, I took my holidays directly after my 
September visit and stayed the week in the resort. Picture 
my indignation when my docket for travelling expenses 
for my visit to the centre was returned by him, approved 
for only 5o per cent. He couldn't see his way to loading the 
full cost on his firm, he said, seeing that the journey was 
at least half taken for private purposes. 

I can see him now, a plump sandy-haired character with 
shifty eyes and a weak chin, as we argued. He blustered 
and became high-principled, as was his style, and I got 
no change out of him. ) 

I decided to get out. An extra qualification would ob- 
viously help in job-hunting; my accountancy qualification 
entitled me to partial exemption from the examinations of 
a leading secretarial institute. When I sought time off to 
sit the remainder of the exam, my wretched boss ran true 
to form. It was personal business, he pontificated; the week 
would have to come out of my holidays. 

By this time I was learning subtlety. At the coffee-break 
at the next board meeting, I told the chairman of my good 
intentions, saying guilelessly after his congratulations that 
the extra qualification would be well worth the sacrificed 
holidays. He was a solicitor of some local standing, with a 
quick intelligence and a zest for justice. Besides, he rather 
disliked the boss. He said nothing just then, but towards 
the end of the meeting he queried, also guilelessly, the staff 
holiday allowance schedule. Ten minutes later 1 had my 
exam leave, plus an extra week's study leave, plus a week 
for the previous year short-taken. | 

Two or three directors, bless them, dropped some 
vitriol on the boss in passing, and that so-and-so sat 
scowling and sweating and avoiding everybody's e 
He never referred to the discussion afterwards; b 
didn't need a gipsy with a crystal ball to tell me : 
time to move on. | eit 
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Corporation Tax - the Imputation System 


HE imputation system of corporation 

tax, Mr Alun Davies forecast last week, 
was likely to become the standard. basis 
of corporate taxation in the enlarged 
EEC, on grounds of both political 
pragmatism and economic power. Mr 
Davies, chairman of the CBI Taxation 
Committee, was opening a one-day 
seminar last Monday on the provisions of 
this year’s Finance Bill for the system of 
corporation tax which is to take effect 
from April ist, 1973. 

The basic idea of the new system, said 
Mr Davies, was that part of the corpora- 
tion tax should be imputed or ascribed to 
the shareholder. In 1965, taxpayers had 
been inundated with arguments to the 
effect that a separation must be made 
between the taxation of companies and 
the taxation of their shareholders. Now 
the abyss then created has been bridged 
again, and against the views of the 
Inland Revenue as set out in their evi- 
dence before the Select Committee on 
Corporation Tax. 

It would be wrong to say that there has 
been a universal welcome to the new 
corporation tax in the form that it had 
found in the Finance Bill. There were 
people who were less than satisfied with 
it — the medium-sized close company, 
the UK company with mainly overseas 
income, and the overseas investor in the 
UK. Something had, however, been 
offered by way of sop to all three groups 
of dissatisfied customers. 


Bridging the gap 

In the Revenue view, said Mr Davies, 
there were advantages in the firm 
demarcations between the tax affairs of 
the company and its shareholders. "There 
is, of course, no such firm division in the 
imputation system, because part of the 
corporation tax is imputed to the share- 
holder, and this establishes a tax 'bridge' 
between the company and the share- 
holders' affairs. 

The Government bad attempted to 
limit the use of this bridge by insisting 
that corporation tax should contain a 
strong central provision of advance 
corporation tax payment, designed to 
ensure that in no circumstances would the 
shareholder get back tax which had not 
been accounted for by the company. The 
weakness of the imputation system, as 
expressed by the Revenue, was that it 





Mr. Alun Davies 


required a single tax payment — ACT — 
to be regarded at one stage as corporation 
tax paid by the company, and at the next 
stage as income tax paid by the share- 
holder. 

The second speaker, Mr C. J. Crowe, 
taxation controller of ICI, dealt with the 
mechanism of the tax. T'here would be no 
change, he said, in the basis of computa- 
tion of profits, but the rate of tax would 
be changed ~ probably, it was assumed 
for the present, to so per cent. The 
distinctive feature of the new system 
would be the three-sevenths 'advance 
corporation tax' (ACT) on all qualifying 
distributions after April sth, 1973; this 
ACT could be offset, within certain limits, 
against the company's mainstream cor- 
poration tax liability, and also gave rise to 
a tax credit in the shareholder's hands in 
respect of his dividend. 

ACT can be offset against ‘mainstream’ 
liabilities subject to five principal con- 
ditions, viz: 

(1) For the accounting period in which 
the distribution is made; 

(ii) up to a limit of 30 per cent on 
taxable income; 

(ii) ‘income’ for this purpose is defined 
as profits liable to corporation tax 
after certain deductions, e.g., capital 
gains; 

(iv) surplus acr may be carried back 
two years; and 

(v) any ACT not carried back is auto- 

matically carried forward to the 
next period. 

Mr Crowe also alluded to the anti- 
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avoidance provisions designed to prevent ` 
the sale of companies for the benefit of ` 
unused ACT. Finally, he reminded his © 
audience that a ‘specified fraction’ of ` 
capital gains was to be left out of account 
for corporation tax purposes, conjectur- — 
ally with the object of preserving the 
effective rate of tax on such gains at 30 

per cent. 


Group dividends 


Mr F. H. Brittenden, B.LITT., M.A., 
F.T.LL, head of the London tax division 
of Shell International, spoke next on 
groups of companies and consortia; 
broadly, he said, dividends within a 
group could be paid, but need not be 
paid, without accounting for ACT. 

Existing elections under section 256 to 
pay dividends gross would not need to be 
renewed, nor would the existence of such 
an election preclude the payment of 
dividends subject to ACT in a particular 
case — though in that event notice was 
required to be given to the Collector of 
Taxes. 

À parent company might surrender 
all or part of its current ACT for the bene- 
fit of any company which had been its 
subsidiary throughout the accounting 
period. This option was available to the. 
parent company only, and not from sub- 
sidiary company to parent, or between 
fellow-subsidiaries. Claims for such treat- 
ment should be made within two years 
after the end of the accounting period, 
although Mr Brittenden thought that the 
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` Inland Revenue might be willing to 
| accept. ‘provisional’ claims. 
2 Mr J. C. Richards, M.A., F.C.A., 

AEN, A., group tax adviser, Pilkington 
A Brothers Ltd, followed with the subject 
of close companies; this, he said, involved 
‘a bombardment of definitions’, for 
instance distributable profits, distribut- 
able income and relevant income — this 
having three alternative meanings for 
(a) trading companies; (b) other com- 
panies having estate or trading income; 

and (c) all other companies. 

The Finance Bill had not made any 
significant changes in the definition of a 
close company, but Schedule 16 had 
introduced some de minimis provisions 
to avoid the necessity for apportioning 
small amounts of excess relevant income. 
' The reference to distributions within ‘a 
reasonable time’ after the relevant ac- 
counting period was not defined, although 
a 15-month limit had been applied under 
the present legislation. There were also 
provisions in Schedule 16 for applying to 
the Inspector of Taxes for a clearance. 


Luncheon address 


Following the conference luncheon, Mr 
Patrick Jenkin, M.P., Chief Secretary to 
the Treasury, outlined the Government’s 
corporation tax policy. In the course of 
his address, he said: 


‘We did not expect our corporation 
tax reform to find universal popularity, 
and we have not been disappointed. 

‘Our basic objection to the 1965 
reform was the double taxation of 
distributed profits. We believe that a 
company is in fact the sum of its share- 
holders, so that the profits should be 
taxed only once whether they are distri- 
buted or retained. All my industrial and 
political experience has taught me that 
the allocation of resources in the 
private sector must depend ultimately 
on the choice of consumers; therefore 
it must be the function of our institu- 
tions, including our fiscal system, to 
allow that process to operate with the 
minimum of distortion and interference. 

‘Of course, retained profits are, and 
will continue to be, much the most 
important source of finance for invest- 
ment, but it is a complete non sequitur 
to argue, as some do, that therefore there 
should be a fiscal discrimination in 
favour of retentions. 

‘May I now turn to two criticisms 
which have been made of the corpora- 
tion tax reform -its impact on un- 
quoted companies and on overseas 
companies. Since unquoted companies 
are mainly very low distributors the 
effect of the new system, it is claimed, 
will be to raise the burden of the tax 
they pay. There is something in this 

. case but not, I would suggest, nearly as 
. much as has been contended. 
a the first place the vast majority of 


Janies are „small c ones which 


relief in the Finance Bill. Second, for 
those above the small company limit, 
it is quite wrong to look at the corpora- 
tion tax reform in isolation. The larger 
unquoted companies who are substantial 
_ investors will derive more than pro- 
‘portionate relief from the new first-year 
100 per cent allowances; many others 
will benefit from the considerable allevi- 
ation of the close company shortfall rules. 

“The other criticism to which I think 
it is right for me to mention is the much- 
vexed question of the treatment of the 
overseas investors. In our Green Paper 
last year we made it clear that we could 
not countenance a return to the pre- 
1965 system for several reasons. ‘The old 
‘net UK rate’ arrangements were not 
only extremely troublesome to ad- 
minister; they were in fact wholly 
illogical in their operation. 

‘Nevertheless, the Government recog- 
nized that fears exist and that they are 
genuine. Accordingly, we decided to 
prolong the overspill arrangements at 
the two-fifths level for a further four 
years. Of course, this is only rough 
justice, but for what is intended only as 
a transitional arrangement it seemed to 
us to meet the case. 

“The Finance Bill comes up for Third 
Reading on Wednesday (July roth); it 
could be law within a week thereafter. 
That so lengthy a Bill, embodying two 
major reforms, as well as more than its 
share of other changes should have 
gone through Parliament well within 
the usual time limits is a measure of the 
value of the new, open pre-legislation 
procedures.’ 


Small profits 


One effect of the new provisions — accord- 
ing to Mr B. W. Sutherland, F.c.a., the 
first speaker after luncheon — was ‘the 
disclosure to a wondering world just what 
the effective rate of company tax really 
was”. 

The small profits abatement, he 
stressed, was intended for small profits, 
and not merely to meet the case of small 
companies. He also reiterated the point 
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previously made in The Accountant — 
(May 4th issue, page 582) that the 
effective rate of tax on profits between 
£15,000 and £25,000 would be as high as 
6s per cent — assuming, for the present 
that the small profits rate would be 40 
in place of so per cent. 

‘Associated companies’ were as de- 
fined in section 302 of the Taxes Act. The 
significant factors in such a case were 
that the relevant maximum amounts had. 
to be apportioned by reference to the 
total number of companies in the group, 
with abatement in respect of companies 
which had not traded throughout the year. 


Transitional provisions 


The transitional provisions, said Mr 
Onley-Wilde, F.C.1.S., A.C.C.A., taxation 
controller, Reckitt & Colman Ltd, the 
next speaker, were of immediate signifi- 
cance. The time to start thinking about 
them was now; ‘within a few months, 
they are going to catch up on us’. Dealing 
with accounting periods which spanned 
March 31st, 1973, he said that the total of 
dividends paid would be apportioned on 
a time basis to the periods before and 
after that date, irrespective of their actual 
dates. 

There were anti-avoidance provisions, 
of course, to nullify any advantage which 
might otherwise be gained by artificially 
delaying the payment of dividends. These 
provisions, however, included a de 
minimis element, probably to reduce the 
burden of work otherwise falling on the 
Inland Revenue. 

Mr D. N. C. Gray, M.a., who was to 
have spoken on international aspects of 
the tax, was indisposed and Mr Brittenden 
deputized for him. The requirement to 
offset ACT against overseas taxation In 
priority to foreign tax credits could result 
in the latter being wasted, but Mr 
Brittenden claimed that the Government 
had done the best they could for com- 
panies with overseas income by allowing 
them to make up their own minds to 
dispose of acT as best suited them. 
He demonstrated the effect of progress- 
ively increasing amounts of ACT available 
against UK income and against foreign 
sources carrying credit rates of 20, 33 and 
45 per cent. 


Special classes of company 

The final paper, by Mr W. K. Evans, 
M.A., F.C.A., taxation manager, Com- 
mercial Union Assurance, dealt with 
several classes of company for whom 
special provision had to be made: invest- 
ment and unit trusts, investment com- 
panies, property companies, insurance 
and finance companies. Schedule 18 of the 
Bill amends the present provisions (in 
Part XII of the Taxes Act) applying to 
insurance companies. 
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The Internal Auditor Today 


by PROFESSOR J. R. PERRIN, M.B.A., Ph.D., M.B.I.M. 


What is an internal auditor ? [s he an accountant with plenipotentiary powers to ferret 

and snoop; a semi-retired external auditor tired of trekking around the annual audit 

circuit; a chief executive's private efficiency expert and hatchet man; a veritable Pooh-Bah 
of general knowledge and management expertise, able to do the work of a whole team of 
specialized management consultants; or else perhaps just another freelance ‘staff specialist’ 
in search of influence over line management as a raison d'ëtre for his own survival and/or 


CONFESS that my own direct and personal contacts 
with internal auditors have been rather limited. I have 
known one specimen who fulfilled the characterization of 
a chief executive’s efficiency expert and hatchet man. 
He had the tact of a bulldog and the helpfulness of a cobra; 
when the controller suggested that particular capital 
“expenditure proposals should be referred to him for an 
independent study, people tended to think it might be 
best just to file the proposals in their waste paper baskets, 
cut their time and energy losses, and be done with it! 
The other specimen of the breed whom I knew — and this 
was years ago when I was an external audit trainee, and 
internal auditing was a fairly new concept - seemed to 
spend’ most of his time collaring executives (and even 
external auditors) and haranguing them in fulsome detail 
concerning the range and omniscience of the internal 
auditor's corporate role. 


No standard specification 


‘Let me make it plain at this point that I have no desire to 
derogate the internal auditor's role and services. My open- 
ing observations may have served, however, to emphasize 
that the internal auditor's role, life, duties, and requisite 
skills are not easily defined or specified m a single manner 
or Job specification that would prove fully acceptable or 
realistic to every serving internal auditor, let alone the 
varlety of enterprises and management structures that 
provide employment.for internal auditors. I am not aware 
of any university chairs, or even lectureships, endowed 
or otherwise created to specialze in teaching or research 
for the science and art of internal auditing. This suggests 
that internal auditing 1s not in itself either a recognizably 
coherent and integrated intellectual discipline, nor even a 
profession of widely recognized independence from the 
wider (or narrower?) profession of accountancy. But never 
mind — it is equally true that there are no professorships, 
degree courses, or professional schools for studies in prime 
ministerships, kingship, or even dictatorship! In short, 
internal auditing is what you make of it. 

Developed to the limit, it is perhaps rather like the work 
of seinor management, and of the chief executive himself — 
-work that is potentially conducted over such a wide range of 
'This article, by the Wolfson Professor of Financial Control in the 
University of Lancaster, 1s based on a paper presented to the Western 


European Regional Conference of the Institute of Internal Auditors on 
April r4th. 


empire building ? 


problems, and affecting such a wide range of skills, activi- 
ties, and human relations interactions, that it ideally must 
transcend any one discipline or field of studies. It should 
follow that it would also transcend the training and experi- 
ence provided by any single degree course, or programme 
of professional training and qualification based on youthful 
recruitment and specialized training. Indeed, it is the 
qualities of the man that count in internal auditing, and 
these are preferably required at a level of sensitivity and 
skill beyond what we can impute to the sole preserve of any 
single educational or professional background. 

Let us now be more specific. The inference from what 
has been generalized above is that the job of the internal 
auditor has variable boundaries. To define the skills and 
activities required of the internal auditor, we must in real 
hfe look to the specific requirements of each employing 
institution. I would like to suggest four separate categories 
of work specification; successive categories, which, as and 
when added to the job specification, provide in effect for 
progressive job enlargement. 


Stage I can be described as the irreducible minimum of. 


the internal auditor's function. It consists of the internal 
counterpart activity, complementing the work of the exter- 
nal auditor. Its justification, from management's viewpoint, 
must be that the cost/benefit relationship is more favour- 
able as a result of employing an internal auditor to comple- 
ment the external auditor than it would be if the whole 
burden (and expense) of these activities were left to the 
external auditor. 

Note that I am not suggesting a direct comparison of 
out-of-pocket fees, salaries, and expenses under the two 
alternatives. Part of the ‘benefits’ from employing the 
internal auditor relate to the probability that the latter's 


presence and continuing scrutiny of financial transactions : 


will inhibit and forestall both fraud and carelessness; 
regrettably, the opportunity-cost benefits from forestalled 
losses cannot be precisely quantified or valued, except in a 
very subjective manner. 


Improved internal control 


The activities involved in this first stage will centre around 
validating and improving internal control, so as to minimize 
fraud, error, and delay in respect of the accuracy and 


security of the handling, processing, and recording of ` 


valuable documents, cash, insurance, inventories and other 


- 
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assets and asset records, payrolls, and other payables and 
receivables. ‘These activities would require a programme of 
random and surprise audits, the effective use and evaluation 
of sampling technique, and a programme of accounting 
systems review and improvement, often conducted in close 
co-ordination with data-processing experts. Neither this 
stage, nor any of the succeeding stages, should involve any 
significant involvement in the preparation of published 
accounts, prospectus data, or other financial disclosure 
information. The reason for this is that the internal auditor 
clearly does not possess sufficient independence from 
management to perform the latter functions as a credible 
substitute for the external auditor, whilst management's 
proper degree of concern in these matters should be dis- 
charged by the finance director and his executive assistants, 
rather than by a quasi-independent staff officer such as the 
internal auditor. 


Expansion of work and effort 


Stage II should in practice be inseparable from stage I, 
but for sake of emphasis and academic precision I should 
like to identify it separately. In essence it involves no wider 
area of operations than stage I, but it does involve a 
different attitude and it may lead to a substantial expansion 
of work and effort. | 

Whereas stage I involves examining accounting and 
related systems for their probity and accuracy, and such 
other attributes as collectively affect the stewardship role 
of accounting and auditing work, stage II involves examin- 
ing the same systems for their cost-effectiveness and their 
contribution to the company's efficiency, competitiveness, 


and profitability. This is perhaps aptly described as. 


*systems-efficiency orientated' internal audit. Carried to its 
logical conclusion, it involves an extension of concern 
outwards from traditional accounting and financial data, 
records, and systems, to embrace all interrelated infor- 
mation systems — most obviously all those data systems 
concerned with the scheduling and control of the produc- 
tion and distribution cycle in its widest sense. 

However, if the internal auditor's work is carried to this 
logical extension, two problems arise: firstly, the internal 
auditor may be brought into direct competition with other 
branches of management services, namely systems analysts 
and data processing specialists, O and M specialists, and 
perhaps systems engineers. Secondly, and more crucially, 
the man or men trained and best qualified for the activities 
required in stage L— probably via a background in profes- 
sional (external audit) accounting — will only coincidentally 
possess all the skills and aptitudes to master the wider 
technical, commercial, systems, and data-processing aspects 
of stage II work. ` l 

Ideally, perhaps, the internal auditor should not attempt 
to monopolize stage II activities (he is probably doomed 
to failure anyway), but should rather see this aspect of his 
work as complementing, and constantly interacting with, 
various internal management services experts (and external 
consultants), in the same manner as his stage I duties 
complement, and interact with, the work of the external 
auditor. 

Stage HT, as I see it, involves auditing, monitoring, and 

helping to improve the effectiveness of. the ‘financial 
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organization structure’ of the enterprise. By the latter term 
I mean not only the ‘responsibility accounting framework’ 
followed within the enterprise, but also all other aspects 
of the networks of authority delegations, responsibility 
obligations, and accountability requirements, that relate 
to the total planning, reporting, and control of all money 
flows and values through the enterprise — including 
revenues, costs, and expenses, and also most importantly 
capital expenditure, capital funding, and indeed all long- 
term asset utilization and disposal. 

This stage III elaboration of the internal auditor’s role 
requires some familiarity with behavioural and organization 
theory, and decision theory, as well as the support and 
continuing co-operation of top management to ensure that 
the internal auditor is kept informed of enterprise objec- 
tives, priorities, and the general structure of the long-term 
corporate plan (explicit or implicit). Here the internal 
auditor’s work must once again be complementary, this 
time with the work of the finance director and/or financial 
controller, even if only because the internal auditor must 
have a channel of influence, and an advocate within senior 
line management, to press for any organization and control 
changes that the internal auditor may find needful, and 
which he can support by reasoned recommendations. 

Whilst the internal auditor’s work in this area may more 
commonly relate to identifying, assessing, and reviewing 
the logical structure of cost and budget-centre responsi- 
bility structures at operational levels of management, 
it does seem desirable to me that he should also be con- 
cerned with the financial powers, performance, and 
responsibility of higher-level executives — especially in the 
larger, more complex, and more extensively decentralized 
enterprises. The difficulty arises in determining the cut-off 
point where financial aspects of organizational performance, 
and the internal auditor’s stage III competence, terminate, 
and where wider issues of management begin. | 


Stage IV involves activities perhaps best embraced within 
the concept of the ‘management audit’, which has recently 
been receiving increased attention in business and ac- 
countancy periodicals. Ideally, the management audit 
involves, firstly, an audit of collective management objec- 
tives, policies, and organization (inclusive of commercial, 
technical, and development plans and achievements — 
viewed in the light of performance comparative to other 
enterprises); and secondly, an audit of the performance 
of individual managers, each one assessed with respect to 
the potential performance reasonably available to him 
within the limits or constraints imposed by the collective 
management environment (as already audited in the first 
phase, above). | 


Management audit competence 


Whilst I can imagine that a few internal auditors: might 
claim to carry out management audits, 1 would surmise 
that most such cases consist of limited, lower-level audits 
of, e.g., front-line operational departments or replicated 
branches in a multiple or geograpliically-dispersed organiza- 
tion; or else that they consist of misguided activities of 
inadequate quality and exaggerated importance. Would it 
not be preposterous for an accounting or financial specialist, 
with limited or non-existent education, training, and experi- 
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ence in general management, and operating from a specialist 
middle-management staff role, to claim the capability for 
management audits in any organization of reasonable 


complexity? Equally, I would decry the capability of. 


conventional external auditors to perform such manage- 
ment audits. 

In my view, only leading firms of management con- 
sultants, or else internal management audit (or consultancy) 
teams very carefully manned by extremely able and 
diversely-qualified experts, and operating on a highly 
integrated basis with total support from the chief executive, 
have the capability to perform proper management audits 
in complex organizations. Second-rate, incomplete, or 
misleading management audit activities can be positively 
harmful in: their effects on managerial morale, enterprise 
and decisiveness, and internal auditors per se should not 
pretend to this God-like role. Moreover, the psychological 
barriers and side-effects that are likely to arise from 
‘auditing managers’, as distinct from auditing systems, 
procedures, asset balances, budgets and responsibility- 
accounting channels seem to.me to be potentially and 
seriously contradictory to the state of impersonal mental 
detachment and objectivity needed. by the internal auditor 
to discharge those particular activities for which he is more 
uniquely qualified. 

In short, and aside possibly from the limited, lower-level 
management audits referred to earlier on, E would argue 
that stage IV is a field of activity that internal auditors 
should avoid, unless participating only to the extent of 


Board of 
Directors 


Po 
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using their own special skills as part of a larger management 
audit team. 

I submit that the internal auditor's proper role always 
includes stage I, and that with certain reservations and . 
safeguards, the role may be extended to include stages II 
and III. 


Organizational problems 


It may be useful to consider briefly the organizational 
position of the internal auditor himself. This may vary 
according to the degree of job enlargement (number of 
stages) planned for or allowed by top management. Below 
is reproduced that part of a fairly conventional organization 
chart of a functionally-centralized enterprise that relates 
to the alternative organizational ‘stations’ that might be 
appropriate for the internal auditor. These ‘stations’ are 
designated by capital letters. 

Station “A” indicates a low-level status for the internal 
auditor (unless the company secretary effectively has a 
higher and more independent status than is indicated by 
the formal chart position), from which he could audit 
accounting systems (stage I) with independence, but could 
not audit the company secretary’s function. This station 
is not recommended; stations under the financial controller 
and chief accountant would be even less desirable, for 
obvious reasons. 

Station 'B' I would view as representing the ‘normal’ or 
“classic” location and status for the internal auditor. Here 
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he would. have the necessary independence to audit all 
routine aspects of the accounting and finance functions of 
the firm (stages I and IT), but his audit effectiveness over 
matters under the personal control of the finance director, 


- and possibly over matters of financial organization (stage 


ra 


III) would be less than ideal. Nevertheless, within the 
limits of what might be called a realistic and down-to-earth 
view of the internal auditor's function, this may be the 
most effective station. 

Station ‘C’ (which does not imply that the internal 
auditor would have the same salary or status as other per- 
sons reporting to the managing director) might be con- 


sidered the internal auditor's preferred location for carrying 


out his work for stages I to III inclusive. It could lead to 
much greater human relations stress between the internal 
auditor and finance-function personnel, however, and 
possibly it is justifiable only if the internal auditor has a 
powerful brief to interpret stages 11 and III very widely — 
in which case location outside the finance department 


might prove essential for effective work done Se or for, 


other departments. 

Station ‘C’ (or else "E, or just possibly *D') is ; essential 
if the internal audit function extends to stage IV, the 
management audit; most finance directors would doubtless 
prefer station ‘B’. Many managing directors would probably 
also prefer ‘B’, provided they had (as they should have) 
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both an able and trusted finance director, and also an able 
and active management services department. 


Internal consultancy 


Station ‘D’ may be appropriate where the job. specification 
calls for emphasis upon stages 11 and III, and possibly 
even IV. In such cases, the traditional stage I duties would 
be considered as of secondary or even minor importance. 
In such an evolved situation, however, 1t would appear to 
me that the person at 'D' is really an internal management 
consultant, for whom traditional accounting and auditing 
skills will be of secondary importance; if so, perhaps his 
title should be changed. Given a large enough organization 
and adequate volume of useful work, perhaps a more 
traditional internal auditor should be is additionally 
and assigned to station ‘B’. 

Station “E” provides the ultimate in independence. 
I would expect to find this arrangement only in firms with 
very strong chairmen, and/or with boards of directors that 
operate as collective boards of management. Whilst this 
station would be theoretically attractive for stage IV 
activity, 1 would deplore the arrangement in all cases except 
those of genuinely collective board management. The 
position, in my view, would improperly interfere with the 
unity of command and responsibility that a good managing 
director should have the right to expect. 


“Too Much Investment?" 


by DOUGLAS LAWRENCE, M.A. 


A report earlier this year by the Industrial Policy Group blamed low profits and government t 
investment incentives for excess capacity in many parts of industry today. The causes of. 


low profits and excess capacity almost certainly lie elsewhere, however — in low levels of 


demand in the economy or unco-ordinated investment plans. Can the nee market economy 


allow fully for these factors? 


E | growth, on which depend our material 
hopes for the future, is brought about by a mysterious 
amalgam of human and technical factors that are difficult 


- to disentangle. On the human side can be mentioned 
education and training, the spread of technical knowledge .. . 


and the attitudes of management and unions. On the 


| Paper, 
X munities: (Cmnd. 4715) 


technical side can be put the economic infrastructure of 
transport and communications and the capital equipment 
used in industry. It is probably this last-mentioned that 
has received most attention from governments, who are 
continually urging businessmen to invest more in plant 
and machinery. 

A. recent example can be found in the 1971 White 
The United Kingdom and the European Com- 


- ‘Tt is generally agreed that for advanced industrial countries 
the most favourable environment is one where markets are 
. large, and are free from barriers to trade. These conditions 


'The writer is senior lecturer in professional studies at Harlow "Technical 
College. 


favour specialization, the exploitation of economies of scale, 
the developing and marketing of new products, and a high 
level of investment in the most modern and up-to-date 
equipment. 


. The -National Economic Development Council, in its 
booklet on Investment Appraisal, put the matter. un- 
compromisingly in the first sentence: ‘One of the main 
sources of economic growth is investment.’ It added: 
‘Economic growth is particularly dependent on investment 
when the labour force is growing slowly, as is expected 
to be the case in the United Kingdom for some years to 
come’. 

This theme has been developed, though with different 
nuances by industrialists, trade unionists and govern- 
ments. Industrialists want to expand their capacity to 
make profits and want to retain their money for this 
purpose, rather than surrender it in taxation. Trade 
unions want to see firms installing more equipment to. 
back the work force, so that better wages can be earned 
by their members. Governments want to see production 
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rise to give the electorate better living standards, and have 
been prepared to back exhortation with cash by investment 
grants, allowances or depreciation privileges. 

Small wonder then, that this year’s report by the In- 
dustrial Policy Group, Economic Growth, Profits and 
Investment, burst like a bombshell on the industrial scene, 
for two key sentences in the report were: 

“We do not accept the view that there is any general 
tendency for businessmen to under-invest. On the whole 
and given the economic circumstances, we are not under the 
impression that the companies we represent would be in a 
healthier, more competitive, more profitable state now, had 
we invested more over the last ten years.' 

It is true that two members of the group (Sir John 
Partridge and Mr Campbell Adamson) added a note of 
dissent; nevertheless, from so important a body of in- 
dustrialists the report is a serious attack on what are 
widely-held views on the adequacy of investment in British 
industry. 


Industrial Policy Group - 


The Industrial Policy Group 1s a collection of heads of 
large corporations who wish to project their views on the 
facts of industrial life as a contribution to the solving of 
economic problems. They rarely meet as a formal body 
and the composition of the group changes from time to 
time. There is a small academic staff, under Professor John 
Jewkes, who can draw on the experience of the executives 
of the companies represented. A full account of the group's 
aims and activities can be found in an article by Professor 
Jewkes in the National Westminster Bank Review for 
November 1970. 

The Industrial Policy Group does not claim to be 
impartial — it is openly putting the case for the free market 
economy. This is a valuable function, for truth is many- 
sided and it is only by the.clash of ideas that an accurate 
representation of business activity can emerge. Particu- 
larly should the views of industrialists be heard, for they 
live close to the daily realities of business life. Ideas that 
conflict with the common-sense beliefs of businessmen 
should be subjected to the closest scrutiny. 

The present composition of the Industria Policy 
Group gives a useful guide to the experience it represents: 


Sir David Barran Shell 

R. M. Bateman Turner & Newall 

Sir Raymond Brookes Guest, Keen & Nettlefolds 
E. J. Callard ICI 

Sir Val Duncan Rio Tinto-Zinc 

Sir Reay Geddes Dunlop 


Sir Arnold Hall 


Hawker Siddeley 
Sir Cyril Kleinwort 


Kleinwort Benson 


Sir Maurice Laing John Laing 
Sir William Mather Mather & Platt 
` Sir Alexander McDonald Distillers 
R. A. McNeile Guinness 
Lord Netherthorpe Fisons 
Sir John Partridge Imperial Tobacco 
Lord Plowden Tube Investments 
Lord Poole Lazard Brothers 


Viscount Watkinson 

Dr E. G. Woodroofe 

W. O. Campbell Adamson 
(ex officio) 


Cadbury-Schweppes 

Unilever 

Director-General, Confed- 
eration of British Industry 
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Economic Growth, Profits and Investment (obtainable. 
from Research Publications Ltd, Victoria Hall, East 
Greenwich, London, SExo, price sop) is a comparatively 
short pamphlet of 32 pages, in which analysis is supported 
by statistics. At the risk of damaging the arguments in 
the process, a brief summary is set out below: 


‘Investment is an important mechanism for improving 
living standards — provided it obtains an adequate financial 
return by being directed to growth points in the economy. 
The best way to achieve this is to let the businessman make 
the decisions in a free market situation. 

‘At the moment, there is considerable excess capacity 
in many parts of industry and what the businessman needs 
is not exhortation to invest in more plant, but the oppor- 
tunity to make profit on what he possesses. Profits have 
declined significantly in the last ten years and need to be 
restored to higher levels by a reduction in taxes on profits. 

‘Governments since 1945 have given investment incentives 
to all industrial firms generally. This has led to unwise and 
wasteful investment. It would be better to replace them by a 
form of depreciation for tax purposes based on- current 
(realistic) costs rather than historic costs.’ 


That profits declined in the 1960s is undeniable. The 
report demonstrates this in two ways. Firstly, it shows 
that in British manufacturing industry, the income from 
employment increased between 1960 and 1970 by 94 
per cent; in the same period net profits increased by 17 
per cent. Since prices rose be about 46 per cent in the 
sixties, the real value of profits declined. 

The second way of showing the decline in profits is to 
take all companies operating in the United Kingdom and 
estimate their net trading profits as a percentage of their 
capital stock at current replacement cost. In 1960 this 
was 13°7 per cent, but by 1970 was only 8-1 per cent. 

Whatever the limitations of the figures, the case is made 
that profits declined during the sixties. The report main- 
tains that they should be restored by a reduction of the tax 
on profits; but before this is accepted it is necessary to. 
examine the causes of the decline in profits, for this will’ 
dictate the lines along which the situation is best remedied. 


Balance of payments 


The 1960s in Britain were dominated by balance of pay- 
ments problems. It was a decade of borrowing to support 
sterling, stimulating exports, and above all keeping a tight 
rein on the economy to keep imports in check. Had. 
monetary and fiscal restraints been lifted at any time, im- 
ports would have leapt up to service the extra demand, 
precipitating a balance of payments crisis. Indeed, even 
with restraints there was a crisis in July 1966 that forced 
measures to deflate the economy further, and a crisis in 
November 1967 led to devaluation. 

It was these restraints that held back profits. Firms 
have a break-even point often said to be at about 80 
per cent of capacity; below this point firms are working ` 
at a loss, but above it profits begin to grow rapidly until. 
the productive capacity of the enterprise is reached. Hence 
the importance to firms of high levels of demand in the 
economy to take them well into their profit area. 

The reaction of firms to this situation was naturally 
a reluctance to invest in extra plant and machinery whilst ` 
their existing productive capacity was not fully utilized. 


ee 
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Yet this was clearly not in the public interest, since when 
Britain broke free of the restraints of her balance of 
payments — the central economic aim of the sixties — 
she needed to be in a position to exploit fully the expansion 
of the economy. Hence the incentives to stimulate the 
investment that businessmen would carry out in the normal 
course of events in response to high and sustained demand. 

What is needed to restore profits, then, is a sustained 
expansion of the economy to permit productive capacity 
to be exploited fully. The level of demand to achieve 
this has already been generated by the powerful fiscal 
measures which, though slow to bite, will eventually 
raise profit levels again. The balance of payments is 
strong enough at present to permit a sustained expansion, 
but the barrier to slow it down and halt it will be inflation, 
which has recently taken on a new aspect, running at high 
rates unprecedented for half a century. 

The economy is now poised for growth, but profits will 
be low as a return on capital assets until the expansion 
actually arrives. Britain’s entry into the Common Market 
will be a new opportunity for a surge forward in pro- 
duction, but-only if the capacity to meet the demand is 
theré — so-there can be no relaxation in persuading firms 
to invest. As the Prime Minister said earlier this year: 
‘It 1s essential that investment should be increased at 
least to the level of our European partners. Now is the time 
to do it, | | 


Over-investment 


This.analysis can be taken a stage further by examining 
another of the report’s assertions: “It is widely accepted 
that, at present, in many branches of British industry 


there is considerable under-utilization of existing capital. 


equipment, some of it among the most modern.’ This is 
certainly true, as has been seen, but an examination of a 
particular instance will show a case where low profits are 
the result rather than the cause of over-capacity. 

The chemical industry, both here and abroad, today 
has under-used capacity on a large scale. In plastics, 
fertilizers and synthetic fibres there is surplus capacity 
as a result of massive expansion in the mid-1960s, when the 
industry was planning its investment in an unco-ordinated 
way. It was clear then that, by investing in bigger plant, 
costs could be reduced and firms stay competitive; the 
end result has been an international industry too large for 


- its market, with idle capacity, and poised on the edge of a 


price war that could reduce the already low profits to 
zero. Furthermore; this situation has left the process plant 
industry desperately short of new orders. The Industrial 
Policy Group know all of this only too well, as some of its 
memibers are heads of companies deeply involved in the 
chemical industry. 

"The answer to this state of affairs, according to Sir Frank 


 Figgures, director-general of the National Economic 


Development Office, is more exchange of information 


between chemical companies to help them phase their 


investment. Although this would run counter to legis- 


lation on monopolies and restrictive practices, the 
government might have to make exceptions for some types 
of chemical product, as they already have for fertilizers, 
for example. Discussions between the Chemical Industries 
Association and their European counterparts, now under 
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way on the possibilities of data exchange, have been en- 
couraged by the EEC Commission, though it is doubtful 
at present whether it would be prepared to go as far as 
condoning agreements on investment planning. 


Free market economy 


This brings us to the heart of the matter, as far as the 
Industrial Policy Group’s report is concerned, which is a 
defence of the free market economy as the best way of 
making investment decisions. The summary at the begin- 
ning contains the following: 

‘In our view, the mechanism of the private market, in 
general, provides the most appropriate method of steering 
capital to the growing points of the economy, where it can be 
most productively employed. Those businessmen in contact 
with the peculiar circumstances and conditions in various 
lines of activity are best qualified to assess the possibilities 
of profitable investment.’ 


As an article of faith, this is unexceptionable, but it 
must be borne in mind that.the businessman ‘in contact 
with the peculiar circumstances and conditions’ may not 
be able to see the complete picture. His view may be 
limited to the immediate difficulty of making profits, 
whilst the longer-term prospect may present enlarged 
possibilities of gain. Or again, the possibilities of increased 
sales — as was seen in the case of chemicals — may seem 
immense yet prove illusory. The chemical case shows 
how even large companies all over the world (where 
government policies to new investment differ) can be 


mistaken, in spite of the substantial resources at their call 


for market analysis. | 

The free market economy is without doubt a flexible 
instrument for steering resources, particularly those for 
investment, where they can be most productive, since it 
permits a multiplicity of decision to be made at the grass 
roots of the economy by those whose knowledge of the 
immediate circumstances cannot be denied. It is á way of 
determining investment decisions that should be preserved 
wherever it can, but the evidence is that it can only work 
effectively within a framework that sets its upper and lower 
limits. 

The actual investment decisions of matching the types of 
machinery available to the needs of the enterprise; evalu- 
ating the costs and expected revenues; planning the 
integration of the new investment into the total working 
environment — these must always be made by the man 
on the spot. It does not follow, however, that the sum total 
of these decisions — even 1f individually correct given the 
information available to the businessman at the time — will 
add up to that level of capacity that represents, for the 
industry as a whole, neither over-investment nor under- 
investment. 

The free market mechanism will eventually correct any 
under-capacity or over-capacity, of course, by attracting 
in new investment or frightening it off; but this 1s a waste- 
ful, painful way of adjustment that common sense would 
suggest best avoided. Better that the State, by a system of 
investment allowances and grants, sets a lower limit to 
prevent under-investment; and by encouraging consul- 
tation. between firms in certain cases .discourages over- 
investment. Unless this floor and ceiling are in place, the 
free market mechanism itself will fall into disrepute. 
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Immediate Joint Life and 
Survivor Annuities 


A retirement, many men may have a substantial tax-free 
capital sum available to them — possibly as a result of 
selling a business which they owned, or a share in a 
buginess or partnership in which they had an interest. On 
the other hand, if they were in employment, their pension 
arrangements may very well provide for the commutation 
of part of their pension; normally, it is advisable to take 
.this course. Now, also, those who have contributed towards 
a 'self-employed' pension annuity can commute part of it 
for tax-free cash immediately prior to the annuity becoming 
payable. 

Finally, as a matter of course, many endowment policies 
are arranged so as to mature at retirement, and thereby 
provide a tax-free capital sum to supplement income during 
retirement. 

Although, therefore, capital may be available, it is not 
always easy to decide how bést to employ it to provide an 
income during retirement, and to ensure that a widow will 
have a reasonable income for life. In practice, it is all too 
easy to eat into capital, and to outlive one's resources. 

Often, part of the solution lies in purchasing an immedi- 
ate annuity —so as to provide a fixed gross income during 
the joint lifetimes, with this continuing for the lifetime of 
the survivor. 


Annuity yields 


With annuity yields remaining at a relatively high level, 
this 1s quite a popular contract, although it must be 
appreciated that the yield will be significantly lower than 
from an annuity solely on the life of the husband. There 
are two reasons for this. In the first place, it is usual for a 
wife to be a few years younger than her husband. Secondly, 
women have a longer life expectancy than men. In the 
normal course of events, therefore, such an annuity might 
well be. payable for many years after the husband's death. 

Although a joint life and survivor annuity may appear 
to be relatively straightforward, there are, in fact, a number 
of different types of contract which can be arranged. There 
are plenty of points which need to be watched with each 
of them, in connection with income tax SR Hability to 
estate duty at the first death. 

Almost certainly, the most Sen arrangement 
is a single bond. If this is arranged, the same income will 
be paid by the life office from the outset — during the joint 
lifetimes of husband and wife, and then during the lifetime 
of the survivor. 

With this particular contract, the capital element of each 
EE (1.e., that part of each payment which is Ones 
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upon as being repayment of capital, and thus is entirely 
tax-free) 1s established at the outset. It is level throughout 
the period while benefits are being paid, irrespective of to 
whom they are being paid. 

The estate duty position, also, is relatively straight- 
forward. For instance, one can take the case where the 
husband provides the whole of the purchase price for the 
annuity, since this is most usual. In this event, the purchase 
price for the annuity is looked upon as a gift inter vivos. 
The practical effect of this is that, if he should die within 
seven years of purchasing the joint life annuity, there will 
be a liability to estate duty at his death in connection with 
the annuity. The actual amount which will be added to the 
husband's estate for duty purposes (if he should die within 
seven years of purchasing the annuity) is its open market 
value at the date of the husband's death. 


Actuarial approach 


It is wrong to look upon this value as the cost of pur- 
chasing a single life annuity for the wife at the date of his 
death. Generally, an actuarial approach will be needed to 
arrive at the correct value — based normally on such factors 
as the wife’s age and state of health at the date of the. 
husband’s death. Furthermore, in calculating the open’ 
market value, one has to remember that, in addition, a 
purchaser would need to make allowance in the price he 
pays for the fact that the wife might well die before an 
adequate return on capital could be secured. In practice, 
the market for annuities tends to be restricted, and thus 
the value of the annuity at the husband’s death is likely to 
be appreciably lower than the cost of purchasing a similar 
annuity at the time from an insurance company. 

Having arrived at the open market value in this way for 
estate duty purposes, the usual reductions can be made if 
death should occur in the fifth, sixth or seventh years after 
the annuity was purchased. 


Payment of estate duty 


A point which needs to be watched when the annuity is 
purchased in the first place is that, although duty will have 
to be paid on the husband’s death, generally it is not pos- ` 
sible to commute any of the continuing income for the 
wife so as to meet it; benefits at the full rate will continue 
to be paid by the life office, and estate duty in connection 
with the annuity will have to be met from other sources. 
The practical effect of this is that a husband making these - 
arrangements should not commit too much of his capital 
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to purchasing one of these annuities. Otherwise, there could 
be difficulty in meeting the duty directly attributable to 
the value of the annuity in the event of his death within 
seven years of purchasing the annuity — more particularly 
if he should die within the first four years, when no 
reductions are applicable to gifts inter vivos. 

Instead of the comparatively straightforward arrange- 
ment of a single bond, it is possible to have two bonds. 
Technically, these are a single life annuity for the man and 
a reversionary annuity for his wife. 

If this method is adopted to provide the benefits, there 
can be a significant reduction in the amount of estate duty 
which will be payable on the death of the husband within 
seven years of making the arrangements. If, at the outset, 
‘the husband pays for each annuity, the wife's reversionary 


annuity, at his death, will have the same value as in the 


case of the single bond described above. 'l'he most satis- 
\factory arrangement is for the husband to buy his own single 
life annuity, and to give his wife enough money for her to 
buy the reversionary annuity at the outset. If this course is 
adopted, the amount added back into the husband’s estate 
for duty purposes at his death will be the amount given to 
his wife to buy the reversionary annuity, which may be 
appreciably less than the value of an annuity on her life 
at his death. 


Value quantified 


In this case, although the value of the gift will be quanti- 
fied at the time it is made, it does not necessarily follow 
that it will always be better than the value of the gift of 
annuity. It needs to be remembered that the value of the 
annuity would tend to decrease with each payment made 


and the increase in the wife's age, whereas the cash . 


amount would remain constant for four years. If the wife 
should predecease her husband, the value of the annuity 
would be nil. - 

With this kind of arrangement, although there may be 
an advantage from the estate duty point of view, there is a 
drawback from the income tax aspect; the capital content 
of the wife's reversionary annuity will be much less than 
under the single bond method. The practical effect of this 
is that, barring changes in the tax rates, a wife will have a 
much lower net income from this source after the death of 
her husband. I 

Although, therefore, with this method the capital content 
of the annuity during the joint lifetimes of husband and 
wife will be higher than under the first method (and, 
dependent on what-course is taken, the estate duty liability 
may be less if the husband should die within seven years), 
the net income payable to the wife after her husband’s 
death will be reduced, although the gross income will be 
the same as during their joint lifetimes. 

Another arrangement is for an annuity to be written in 
one policy, with the annuity being expressed as being 
payable to the major contributor (who can be the husband) 
during his lifetime, followed by an annuity payable to the 
wife after his death. 

If this kind of arrangement is made, and a gift of cash is 
made to the wife so that she is in the position to pay the full 
purchase price of her reversionary portion of the annuity, 
no duty would be payable on the annuity on either death. 

There would, of course, be duty on the cash gift c on the 
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husband's death within seven years. This, however, would 
be similar to the cost of a reversionary annuity. In the 
normal course of events, it 1s likely to be small compared 
with the market value of the annuity. The capital element 
would be based on the joint lives, and thus would be con- 
stant throughout - in much the same way as the first 
method mentioned. 


Single life bonds 


There is a further method which can be adopted. It consists 
of two single life bonds, either of which will increase by 
roo per cent on the death of the other life. Many life offices 
seem reluctant to write this type of contract, although the 
Scottish Provident Institution is an exception. 

The mechanics of the scheme are that two contracts are 
arranged at the same time. By varying the purchase price 
for each, it is possible to ensure that the same gross yield 
will be obtained from each — for both husband and wife. 

‘This means that, while both husband and wife are alive, 
each has the benefit of his or her annuity. On the first death, 
the benefits payable to the deceased partner terminate 
completely. Nevertheless, at the same time, the benefits 
payable to the surviving: partner are doubled. It can be 
seen that the practical effect of this arrangement is that the 
same gross income is received while both partners are alive, 
and until the death of the survivor. Not only is the gross 
income for the surviving partner doubled at the first death, 
but, so, also, is the capital content. 

With this type of arrangement, the capital content is 
relatively high. It increases if the husband survives, but 
does not reduce by very much if the wife is the survivor — 
assuming that she is younger than her husband. 

From the estate duty point of view, should the husband 
die within seven years of making the arrangements, in the 
normal course of events, the value of the wife's annuity 
would be calculated in the same way as mentióned for the 
first method. Almost certainly, therefore, it will be prefer- 
able for the husband at the outset to buy his bond, arid to 
give his wife enough to buy her bond, in the same way as 
if she was purchasing the reversionary annuity in the second 
method discussed. 


Improved estate duty position 


If this course 1s adopted, should the husband die within 
seven years of the arrangement being made, the estate duty 
position will be better than with the first method men- 
tioned. 'This is because, normally, the cost of the wife's 
bond would be looked upon as being a gift inter vivos, and 
the full cost of it (with the usual reduction for death in the 
fifth, sixth or seventh years) would be added back into his 
estate at his death for duty purposes. 
It can be seen from the above that a number of factors 
should be weighed up when considering the purchase of 
an immediate joint life and survivor annuity. A practical 
difficulty is the uncertainty of whether the husband is 
likely to die within seven years of making the arrangements. 
Finally, it should be added that considerable care is 
needed in selecting an office for this type of contract. 
Whilst some offices are highly competitive in other spheres, 
they may offer what can best be described as comparatively 
poor yields for these somewhat specialized types of contract. 
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Continuing Expansion of Lyons Group 


VER the past five years the substantial growth of the 

Lyons Group has been financed largely by borrowing, the 
sale of property and the retention of profits.’ Those were 
_ the opening words to the announcement by J. Lyons & Co of 
the board's intention to raise {20 million by a rights issue of ‘A’ 
shares on bonus terms. 

Over the past five years the value of assets employed has risen 
by over £50 million (excluding a property revaluation) and 
earnings per share have risen from 9:8p to 33:4p. Further sub- 
stantial growth is planned and having reviewed the group's 
. prospective financial requirements, the decision has been taken 
to raise {20 million through an equity issue to provide a 
correspondingly enlarged. base for further borrowing. 

Authorized capital is being raised from £23,244,238 to 
£38,500,000. In the rights issue a substantial bonus element will 
be incorporated by issuing the new shares at a price well below 
the market level of the existing ‘A’ shares and accordingly the 
issue will not be underwritten. The board, shareholders are 
told, looks forward to continuing growth in earnings per share 
and the current year dividend on the increased capital is expec- 
ted to be equivalently higher than that for 1971-72 adjusted for 
the capitalization element in the rights issue. 

It is pointed out that for the-purpose of calculating earnings 
per share, the number of shares in issue in previous years will, 
in accordance with the standard accounting practice recom- 
mended by the Institute of Chartered Accountants, be adjusted 
to reflect the bonus element in the rights issue. 


Convertible preference 


Another capital move by Lyons is the creation of ro million 
Convertible Cumulative Redeemable Preference shares (con- 
vertible into ‘A’ non-voting ordinary) in order to finance past 
. and future European acquisitions. The board has been advised 
that this type of share affords the most suitable means of creating 
and maintaining a market for Lyons shares in Europe. The 
shares will be foreign currency securities for the purpose of 
United Kingdom exchange control regulations and listing of the 
shares (in the form of Continental Depositary Receipts) will be 
sought on the Amsterdam and other European Stock Exchanges. 
For technical reasons there will be a quotation for the shares on 
the London Stock Exchange, but the entire market for them is 
likely to be on the Continent. 
. Against this background of refinancing and expansion both 
here and on the Continent of Europe, the J. Lyons accounts, 
reprinted this week, show that in five years employed capital 
and trading profits have been doubled as the direct result of 
the board's determined policy of increasing the worth of the 
group, raising its efficiency, and increasing the pace of growth 
in earnings. 


, Reorganization 


In the past five or six years Lyons has in fact achieved that rare 
success of reorganization from within. For many years the group 
gave at least the outward appearance of being content with 
stability and not being concerned to any forceful degree with 
new growth, new ideas and changed emphasis. 

Financial highlights included in the reprint plainly show 
the pace of expansion and the success attending the board and 
— EREN efforts in the past six years, and particularly in the 


past five. Currently, the company is in the throes of redevelop- 
ment of one of the fundamentals of J. Lyons — Cadby Hall, 
Hammersmith. 

New factories outside London for Lyons Bakery at Barnsley 
and the Henry Telfer meat products company at Northampton 
are to be established in line with the provision of modern pro- 
duction resources and working conditions. Studies showed that it 
was impossible to provide these resources and conditions within 
the confines of Cadby Hall, or even elsewhere in the London area, 
since a pressing priority of food processing equipment is the 
establishment of flow lines in long single-storey buildings. 

The ten-acre Cadby Hall site is therefore to be redeveloped 
through a scheme embodying a hotel, an apartment block and 
an office building. Lyons’ headquarters will be maintained in an 
adjoining site in a new Cadby Hall office block. 


Hotels 


The total operation, including the two new factories, will take 
some eight years to complete and will need upwards of {£30 
million of investment, even at present prices. Lyons has, as the 
accounts show, a substantial property portfolio which is both 
an under-pinning for the group’s financial plans and an improv- 
ing source of profit. Two recently formed subsidiaries are 
devoted to realizing the development potential of properties 
the group no longer needs, while also operating in property 
dealing on their own account. 

Hotels form an increasing property element in the group. 
Strand Hotels, the hotel operating subsidiary, opened two hotels 
last year, has opened another this year and in the next 12 months 
will bring into operation the new 250-room Albany Hotel at 
Glasgow, a further roo-room Albany Inn at Havant, the 
modernized 450-bedroom Park Court Hotel at Lancaster Gate, 


London, and the massive new 830-room ‘Tower Hotel at St^ 


Katharine's Dock near the Tower of London. 

These hotels are designed to cater for the medium-priced, 
as opposed to luxury class, accommodation market. The inten- 
tion is to establish hotels in major Western European cities and 
to develop an international referral linkage for growing business 
and tourist traffic. — 


Food dominates 


I D ` . » l ` ` 
Food manufacture, distribution and sale remains responsible for 


the greater part of Lyons’ turnover and trading profits. The 
breakdown of turnover and profits by category in the UK. and 
abroad is shown in the following figures in the Lyons report: 


Trading Profit ` 


1972 1971 1972 
£m % | £m % | £000 % 


Turnover 


United Kingdom I 
Food Products 119 63 


6,328 56 
Hotels and Catering 35 18 2,775 25 
Property — — 1,176 10 
Non-Food 11 406 4 


Overseas 
Food Products 
Hotels and Catering 





Group turnover rose appreciably on the year, although bread 


and milling interests are excluded from the 1971-72 figuresonthe ` 


transfer of those operations to Spillers- French, in which Lyons 
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has a ro per cent stake. Mr B. L. Salmon’s statement to share- 
holders refers to a continued policy of expansion and moderniza- 
tion, continuing and increased attention to efficiency and the 
initiation of a searching examination of group operations. The 
results of a profit improvement unit, recently formed to help 
executive management, ‘have already made a significant contri- 
bution and will do so increasingly in the future’. 

Although for a number of years the group’s fortunes will 
be dominated by performance in domestic markets, the board 


sees both the need and the opportunity to establish the group. 


as a trans-European business. Homburg NV, one of the major 
meat processing businesses in Western Europe, has already been 
acquired and negotiations are proceeding for the acquisition of 
other European businesses. 


600 Group's Property Sales 


ARGELY because of successful property realizations the 
directors of The George Cohen 600 Group decided to have 
a professional revaluation of the main UK properties, most of 
which were valued in 1965 and 1966. The valuation showed a 
surplus of £2,983,000 on book values of £8,485,000, but this 
has not been written into the accounts. The directors’ report 
states that 1f the properties were sold at the new valuation there 
would be a maximum tax liability of £1,008,000 at the present 
rate of 40 per cent. 

The year's main property realizations were the Euston Road, 
London, office of the new F. J. Edwards subsidiary for 
£452,000 and 11 acres of the George Cohen, Wood Lane, 
London, site sold to the GRA Property Trust for £2,180,000. 
The profit arising from the sales was £1,592,000 gross, with a 
clear profit of £808,000 after deduction of tax provisions and 
selling expenses. 

The realizations were a bright spot in an otherwise dismal 


year for the group in which turnover fell some £13:27 million ` 


to £70:59 million and pre-tax profits were more than halved at 
42,114,000 against £4,355,000. It was just not the year for a 
group in iron and steel: products and services, machine tools 
and engineering products such as cranes. 

A substantial improvement in current year earnings is 
anticipated, with recovery mainly coming in the second half. 


Bear Brand Problems 


N his statement to shareholders in the Bear Brand hosiery 

company, Mr P. L. V. Rougier, the chairman, can hardly 
be accused of overstatement when he points out that 'as long as 
the present conditions of inadequate profit margins and severe 
 over-production persist in the trade, it would be unwise to 
attempt to forecast the future trend of profits or how long it 
will take to restore the company's name to the dividend list’. 

The “future trend of profits! is a nice phrase, particularly since 
Bear Brand’s last full year's profit was {20,180 net in 1966. 
Since then a succession of five losing years have brought losses 
of over £2 million and a profit and loss account deficit of 
£1,085,917 in the 1971 accounts. But of the 1971 loss of £658,517 
only £229,805 was on trading, the rest being exceptional losses 
on closure of the knitwear division, the cost of redundancies in 
reorganizing the hosiery division and amounts written off trade 
- investments. 

Internal reorganization did, in fact, pinch out trading losses 
in the second half of the year, the first half loss having been an 
estimated £243,000. Mr Rougier, pointing to revival but admit- 
ting there 1s still much to be done, pays particular tribute to the 
Management Services Division of the. company's merchant 

bankers, Singer & Friedlander, and to Lloyds Bank for advice 


J. LYONS & COMPANY LIMITED 


I Highlights 


inancia 


* 


F 


1971 1970 1969 1968 1967 


1972 


1968 1967 


1969 


1971 


1972 


Ordinary and ''A" (non-voting) 


Ordinary Stocks 


1970 


168 155 129 125 119 


189 


£ millions 


Group Turnover 


(adjusted for scrip issue July 1969) 


Earnings per £1 unit 


£000 


£000 
5,563 


£000 
7,020 


£000 
8,292 


£000 


9,774 


£000 
11,233 


25-00p 20-43p 16:52p 12-35p - 9-77p 
13-58p 12:08p 10:75p 10-31p 10-00p 


33:38p 
16-00p 


4,997 


Group Trading Profit 
Interest payable 


Dividend per £1 unt 


Dividend cover 


2,689 2,244 1,788 1,412 
5,603 4,776 3,775 


3,612 


4,521 
6,712 


0-98 


1:84 1:69 


2:09 


3,585 


6,162 


Profit before taxation and minority interest 
Share ofassociated companies' profits 
Taxation on profit for the year 


Tax equalization 


35 
1,789 


343. 


1,631 1,590 1,198 1,142 


578 
1,693 


122 


190 


210 


470 


395 


£000 £000 £000 £000 
966 966 


£000 
966 


£000 


412 663 811 752 784 


82 


Net profit attributable to outside 


shareholders in the Group 


966 
31,586 


966 
33,497 


966 


71,990 


Preferential capital 


65,552 . *62,550 


69,044 


Equity stockholders' funds 


3,531 2,839 2,165 1,635 1,537 


4,702 


Profit attributabletoJ. Lyons & Company 


Limited 


635 
439 


825 
3,909 


1,035 
3,659 


1,505 
3,275 


1,200. 
2,930 


3,867 
3,038 
1,777 
52,353 


Tax equalization 


296 
1,241 


67 
1,568 
1,309 


67 


2,098 


1,364 


67 
2,772 


67 
3,464 


67 
4,635 


Preferential dividends 


Provisions 


Profit available for equity stockholders 


Equity dividends 


July 20th, 1972 


4,779 
15,041 


6,589 4,872 4,845 
18,533 17,916 


28,357 


1,857 
' 54,931 


Interest of outside shareholders in the Group 


Debentures and loans 


1,882 1,639 


2,221 


Income tax retained 


91,615 


Capital ernployed 


1,582 1,133 734 259 4151 


2,414 


Profit for the year retained 


*In the years 1967 to 1970 inclusive the results of associated companies have been included in Group trading 


profit to the extent of dividends received. 


* After revaluation of properties 
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nd support. The merchant bankers were ‘of great assistance in 
mproving administrative and financial control systems with the 
esult that vital. management decisions could be made faster 
nd more objectively in this time of change'. 


£000 
4,284 


- == sg “ a 


96,096 
10,976 
131,628 








1971 


£000 
51,235 
39,292 
922 
699 
520 
955 
411 


10,565 


enold Tax Aliowances 


OLLOWING a redisposition of properties within the 
Renold engineering group, accelerated taxation allowances 

ill reduce the amount of UK corporation tax payable by 

1,264,000, and. in the 1971—72 accounts this amount has been 
hown as a separate deduction on transfer to deferred taxation. 

he balances shown on deferred taxation account at £7,306,000 
n the latest accounts as against £2,912,000, are also stated alter 

aking adjustments amounting to £2,793,000 resulting from a 
revaluation of properties, equipment and stock. 
| Properties were revalued resulting in a transfer of £3,723,000 
[o reserves, and on stocks the element of overhead expense 
ncluded in the valuation has been increased from the total of 
certain, specific items to full manufacturing overheads. Pro- 
visions for unrealized profit on inter-company sales have been 
reduced accordingly. As a result of the stock valuation changes 
there is a total transfer of £3,607,000 to reserves. 
| In profit terms the changes have resulted in a reduction in 
rofit of £283,000 because of increased depreciation and an 
ncrease of {115,000 by reference to stock increases during the 
ear. Pre-tax profits were, in fact, down from £8,321,000 to 
7,156,000. 

In the Renold seven-year review, earnings per share are 
xpressed firstly on the basis of deferring the £1,264,000 benefit 
f accelerated taxation allowances on UK properties and, 
econdly, on the basis of not deferring the benefits. Based on 
arnings of £4,095,000, earnings per share were 1g:1p, but on 
'arnings of £5,359,000 the figure works out at 25-op a share. 
n 1970-71, earnings were 21:8p a share. 


- e e » ^» 


£000 
15,483 
4,956 
8,824 
93,741 
10,987 
54,216 








1972 


3,170 


7,155 


£000 
50,976 
412 
10,575 


35,493 
56,083 
27,333 


Goodwill, trade marks, patents and registrations 
Premiums at which shares of subsidiary companies 
are held in the books of the holding companies 
interest of outside shareholders in the Group 


Plant, machinery and equipment 
Reserves and unappropriated profit 
17. Debentures and loans 


Motor cars and vans 
Equity stockholders’ interest 


Investments and loans 

10. Associated companies 
Uncompleted capital work 
Preference stockholders 


11. 


Equity share capital 


less Current liabilities 
Share premiums 


Land and buildings 
Tax equalization 
Provisions 


7. Current assets 
Fixed assets 


8. 
9 


J. Lyons & Company Limited and Subsidiary Companies 


Consolidated Balance Sheet at 31st March 1972 


Net assets employed 


Notes 
Financed by 


13 
14 
15. 
3 
16 






















olour in the Accounts 


OSSIBLY spurred by the strongly growing demand for 
colour television sets, colour has been introduced into the 
lectronic Rentals & General Holdings accounts this year. 
n the chairman’s words: ‘Our report and accounts have a new ` 
ook. In an endeavour to make them more informative, addi- 
ional information including easy to read bar charts and colour 
hotographs showing typical activities of the group are pro- 
ided and use has been made of pages of different colour for the 
ccounts section.’ 

"Visionhire' is the company’s biggest TV rental name but 
here are different trading names in different areas. Television 
ental accounted in the year to last March for 63:5 per cent of 
urnover of £23:3x million, with camping and leisure interests 
iccounting for 27:6 per cent. Television rental, however, 
ccounted for 82:8 per cent of pre-tax profits of £2,553,000 and 
amping and leisure for only 3:4 per cent. Retail business, pro- 
erty and ‘miscellaneous’ account for the balance. Camping and 
eisure's performance was disappointing and 'perhaps its man- 
gement was a little optimistic in its forecast of higher profit 
hilst in the throes of a complex merger’. That has been known 
o happen before now. 

There were problems with new invoicing machines and a 
adical change involving all invoicing being taken over by the 
roup computer centre had to be introduced. The chairman 
'eports that it was not until towards the close of the company's 
ear that invoicing was substantially up to date. There was an 
nevitably large increase in debtors and stock levels and, due 
o lack of credit control, a higher than normal provision for bad 
ebts. The division was obviously put through the reorganiza- 
ion mill, including the retention of consultants to advise on 

anufacturing operations. | 


£000 
168,000 
774 
3,612 
6,162 
—35 
6,127 
2,184 
3,943 
412 
3,531 
67 
3,464 





1971 


635 
1,247 


` 
— —— 


£000 
2,135 
49 





J. LYONS & COMPANY LIMITED 


ies 
£000 
189,000 
11,233 
4,521 
6,712 
343 
7,055 
271 
67 
4,635 





784 
82 





1972 


£000 
2,210 
61 
694 
1,527 





d interest 
110,000) has been 


+ 


ited and Subsidiary Compan 
dated Profit and Loss Account to 31st March 1972 


im 


he Group after deducting 


oods sold and services provided 
all discounts and excluding purchase tax 


h in the accounts of that company) 


investment income an 
Deduct Preferential dividends 


receivable} 


2. Deduct Interest payable 
Net profit attributable co outside shareholders 


in the Group 
Interim dividends paid 15th December 1971 


Associated companies 
(of which £2,521,000 (1971 £2 
Proposed final dividends 


dealt wit 


to customers outside t 
Group 


The value of g 
(including 


* 
I 


Profit attributable to J. Lyons & Company Limited 


Profit before taxation and minority interest 
3. Deduct Estimated taxation on profits for the year: 
Profit available for equity stockholders 


Group Trading Profit 
Deduct Equity dividends: 


Group Turnover 


1. 
10. Share of associated companies’ profits (loss 1971) 


J. Lyons & Company L 


Consol 


Notes 





133,991 


N, L. SALMON, Deputy Chairman and Managing Director. 


B. L. SALMON, Chairman. 


. form an integral part of these accounts. 
On behalf of the Board, 


The notes on pages.. 





1,882 
1,582 





DH 
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2,221 
2,414 








. form an integral part of these accounts. 


Profit for the year retained 


The notes on pages .. 
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City Notes 


Des who 'sold in May and went away' have the laugh on 
those who stayed in the stock-market and tried to make a 
penny or two. But the prospect was so obscure in late May and 
early June that there has been a steady exodus from the stock- 
market ever since. 

From being in the boom-style region of 14,000 to 15,000 
a day, the number of bargains recorded for the Stock Exchange 
Official List has gradually fallen to under 9,000 and well towards 
8,000. On the basis that the number of bargains marked is a 
higher percentage of total deals when business is slack than 
when it is active, there has been a fair fall in the number of 
stock exchange transactions over the past month to six weeks. 

The game of waiting to see what comes out of the deterio- 
ration of the Ulster situation, or to see how the new turn in 
curréncy problems develops in terms of dollar weakness and 
how the Government, CBI and TUC agree or beg to differ over 
prices and wages policies, is hardly calculated to result in force- 
ful stock-market action. l 

It is, of course, always possible to advocate new stock-market 
investment ‘for the long-term’, but unless the short-term 
prospect is attractive, long-term considerations are invariably 
pushed into the background. 


% * * ¥ 


HE job of modernizing and rationalizing inefficient 

companies is probably the most important job to be done 
in the UK today — and the most immediate’. That is the view of 
Mr John Bentley, of Barclay Securities, the company that has 
operated boldly and successfully in ‘situations’, but has probably 
bought itself no mean problem in British Lion. Mr Bentley 
clearly sees companies like his as the means of enforcing 
efficiency on to industry whether industry likes it or not. 
Inevitably, people will be put out of work; but provided the 
Barclay Securities of this world pay adequate compensation, 


then it is the Government's job to see to any necessary re- 
training of labour. In Mr Bentley'swords “business men must 
fundamentally be left within guidelines to run the most efficient 
industries they can in the knowledge that the Government will 
be responsible ultimately for any major social needs that arise’. 


* + Ka * 


EYSER ULLMANN is setting a decidedly strong growth 

pace even for an ambitious City financial institution. By 
merging with Dalton Barton, Keyser Ullmann wil have a 
stock-market capitalization of over £170: million. Keyser 
Ullmann's own asset base was materially strengthened by the 
merger with Central and District Properties, and it was an 
asset base that Dalton Barton needed. One effect of the latest 
merger is to reduce the Prudential's percentage stake in Keyser. 


Ka ES + 3⁄ 


HOSE who maintain that periods of non-government are 

part of the price paid for democracy, may have their argu- 
ment strengthened by current currency events. As the pound 
has floated, the dollar has sunk, and the Smithsonian Agreement 
of last December is now quite obviously useless as a steadying 
influence on international currency conditions. But in the 
offing there is a Presidential Election in the United States and it 
will be surprising indeed if any major decision on the dollar is 
taken by the American Government until that election is won or 
lost. 

President Nixon seems likely to win, but he is most unlikely 
to mortgage the winning ahead of time. This week EEC 
Ministers devoted themselves to the longer-term issue of 
monetary reform. Longer-term reform has been discussed for so 
long that the reformers have been overtaken by short-term 
events. For example, whatever has happened to SDR’s — the 
‘paper gold’ that was to lead to currency peace in our time? 


RATES AND PRICES 


Closing prices, Tuesday, July 18th, 1972 


` Bank Rate 


Mar. 21, 1968 ji T 72 Aprilis, 1970  .. p e 
Sept. 19, 1968. .. Se April 1, 1971 so DU 
Feb. 27, 1969 Kë 22 i9 Sept. 2, 1971 s kao A 
Mar. 5, 1970 $5 .. 71% June 22, 1972 .. e. 6% 
F Treasury Bills 
May 12 . £4:2581% June 16 25 .. £5°5333% 
May 19 ig .. £4'2708% June 23 vs .. £5°6154% 
May. 26 . .. . 44302696 June30  .. .. L56372% 
June2 . .. .«. £43943% July 7 T .. £54850% 
June 9 - £4°8487%  Jalyr4 .. a. £54184% 
Money Rates 
‘Day to day .. 5 —51 Bank Bills 
4 days A 51-515 2 months 6 4-68 75 
Fine Trade Bills 3 months 63-63% 
y 3 months .. 63-74% 4 months 643-64 75 
4 months .. 6$—7i "5 6 months 63-68% 
E 6 months .. 61-8 % 
| Three Months’ Rates 
Local authority deposits 7i -8 
Local authority bonds : .. 78 —7i 
Sterling deposit certificates .. 8 -84 
Euro-sterling deposits 8$ -84 
Euro-dollar deposits .. si —61 


Finance House Base Rate - July ist, 1972. 6% 
Retail Price Index (16.1.62 —100) 162:6 (from 161:8, 18.5.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 


New York 2:4445 Frankfurt 77115 
Montreal 2:4037 Milan 1420'50 
Amsterdam 77450 . Oslo 15:8775 
Brussels 107"15 Paris 122250 
Copenhagen 16-9800 Zürich 9:1850 
Gilt-edged 

Consols 4% 42 Savings 3% 65-75 Hoi 
Consols 24% 27 Treasury 9 /0 1994 98% 
Conversion 34% 38% Treasury 84% 87-90 93i 
Conversion 54% 1974. 96i Treasury 64% 1976 95 
Funding 34% 99-04 45 Treasury 31% 77-80 77% 
Funding 4% 60-90 99i Treasury 34/6 a es. 75i 
Funding 51% 78-8o 85 Treasury 5% 71 
Funding 54% 82-84 822 Treasury 54 Z d 634 
Funding 52% 87-01 76 Treasury 2 274 
Funding 6% 1993 75% Victory 4% 97% 
Funding 64% 85-87 84$ War Loan han 38 
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Bulls and Bears 


N the first appearance of this feature on July 6th, we suggested 

that the stock-market had recently been and probably still 
was at the crossroads. The Financial Times Government Securi- 
ties index, which stood at a high of 82:62 last January, had 
fallen to 71°47 on June 21st, while the Industrial Ordinary share 
index, which peaked out at 543-6 in the week ended May roth, 
had fallen to 491-7 on June 22nd. 

On July 15th the Government Securities index had improved 
to 74°35 for a rise of 0:32 on the week, the Industrial Ordinary 
share index fell to 504:4, losing 2-7 points on the week. 
Sentiment in both markets continued to reflect the better show- 
ing by sterling, the upward trend on Wall Street and hopes of a 
curb on inflation. But turnover was very low, pointing to the 
thin and technical nature of the market. In general terms, 
sectors which were showing relative strength when the market 
was declining, such as banks and oils, have continued to push 
ahead of the averages, while hire-purchase and construction 
which fell sharply on the way down, bounced back smartly last 
week. Without volume, however, the need is still for caution. 

Coming to the British Funds and fixed interest stocks noted 
in our issue of July 6th, three of the Treasury loans have each 
gained r$ per cent and the remaining loan — Treasury 84 per 
cent 1984-86 — š per cent. The fixed interest stocks in the bank, 
insurance and industrial and commercial sectors have fared 
better. National Westminster Bank 9 per cent loan stock, 1993, 
has risen rj points; Guardian Royal Exchange Assurance 


7 per cent 'B' loan, 34 points; Rugby Portland Cement 6 per. 


cent loan, 1993-98, 2 points; and Boots 7$ per cent loan, 
1998-93, by as much as 54 points. 

Below we give other selections in these two categories, as 
both British funds and miscellaneous high-class fixed interest 
stocks are still cheap compared with prices ruling earlier this 
year: 

British Funds 


Life of over 15 years On re- 1972 
Price Yield demption High Low 
Treasury 84 percent 1987-90.. 934 890 9:08 105% 90% 
Treasury 9 per cent 1994 983 2928 931 1114 954 
Treasury 53 percent2008-12.. 63% 888 904 73% 614 
Treasury 72 percent2012-15.. 83% 9-24 928 965 812 
High Yielding Fixed Interest Stocks 

Barclays Bank 81 per cent Loan 

1986-93 .. i .. 91$ 90 — 101 — 
Commercial Union 7S per cent 

Loan 1988-93 T .. 84 9:2 — 95 — 
Whitbread 74 per cent Loan | 

1995-99 ix he FT 9-4. — 85 — 
Burmah Oil 8% per cent Loan 

1991-96 ^ ç. .. 88 96 o, Bl sj 


Ordinary shares 


In the issue of July 6th we gave four equities in case there 
should be an upturn in the market before the publication of the 
present issue, but we entered a caveat that such shares should 
not be purchased in the absence of fairly definite signs that the 
market was recovering from its recent malaise. In the event 
there has been an overall improvement in the prices of these 
four shares: Hill Samuel, merchant bankers, noted at 172, are 
. now 182; United Dominions Trust are 254 against 224; Star 
(Great Britain) the third largest property company in the 
United Kingdom, are 351 against 318. Slough Estates, a good 
but smaller property company, have jumped. from 1294 to 140. 
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In selecting ordinary shares for this feature at the present 
time it will probably be as well to have regard, znter alia, to 
those sectors of the market which have suffered fairly heavy 
falls during the recent recession, but which have great under- 
lying strength and appear to be recovering better than other 
sectors. In this connection the Financial Times table ‘Rises and 
Falls Yesterday' is of considerable interest. On July 3rd, 948 
industrials remained at the same price, 517 went up and 278 
went down. In financials and property, 343 stocks remained at 
the same price, 180 went up and 67 went down. On July 4th and 
sth, the general trend was very similar but on July 6th and 7th 
the good performance of the financial and property sectors 
became a little more marked. While it is much too soon to be 
dogmatic, the interest in financials can be partly explained by 
the imminence of the banking interim dividend season with its 
side effects on other financial institutions. If the four big banks 
can show increased profits at half-time, this will have a salutary 
effect on the shares of other financial institutions as well. 

Property shares have suffered a sharp fall from earlier peaks, 
following the disclosure that Legal and General Assurance and 
to a lesser extent Prudential were investing less in property 
owing to the difficulty of obtaining good-class property at 
reasonable levels. Certainly the P/E ratio of some property 
companies is exceedingly high at anything up to 8o. Neverthe- 
less, at a recent conference organized by the Financial Times, 
Mr Gabriel Harrison, chairman and managing director of 
Amalgamated Investment and Property, one of the larger property 
companies, is on record as saying: “The underlying assets of 
property companies, especially those in the commercial field, 
are solid, easily disposable, inflation protected assets compared 
with the assets of most companies. With this underlying factor 
behind the average property share, it is difficult to grasp why 
the bear market has come upon us so quickly. It could turn into 
a bull market within a short time.’ 

With so many uncertainties around at the present time, we 
make the following further selections in the financial and pro- 
perty sectors; but again, these are not recommendations to buy 
but merely sound shares to note when the reader feels it is time 
for him to enter the market. 


P/E 1972 
Price Yield ratio High Low 
Metropolitan Estate & Property e 
25p shares .. i .. 249 2:1 30.7 274 225 
Samuel Properties 25p shares 190 2:1 344 262 143 
Dawnay Day 25p shares 220 2:6 30:0 297 178 
A. Howden 25p shares 178 2:0 268 166 108% 


Metropolitan Estate & Property is the second largest British 
property company, and has recently agreed terms with 
Grosvenor Estate for the redevelopment of a large part of Ox- 
ford Street, London. Samuel Properties is a star performer when 
property shares are in favour. There was a scrip issue of 1 for 1 
earlier this year, and profits and dividend were raised for the 
first half. Alexander Howden are large insurance brokers and 
their shares are at the top price for this year, following a 1 for 2 
scrip issue. Dawnay Day’s principal activity is that of merchant 
banking and recent results have been very good. The shares, 
however, have had a considerable fall, but may be expected to 
pick up again towards October/November when the final results 
are due. 


Property bonds 


In our issue of July 6th we mentioned property bonds and 
named Abbey Property Bonds as an example. Other such bonds 
are City of Westminster Units, Crusader Insurance, Hill 
Samuel Property Fund, Irish Life Module, Merchant Investors 
Property, Nation Property Bonds, Property Growth Bonds, 
Robert Silk, Save & Prosper Property Fund, Target Accumu- 
lator, Tyndall Property Fund and Welfare Property. 


THE 
July 20th, 1972 


COMPUTER COMMENTARY 


ACCOUNTANT ffe | f 89 


Visible Records With a Difference 


S hardware effective only when served with good software, or 

vice versa? Burroughs have set out to convince present and 
prospective users of visible record machines that they cannot 
go wrong with their Series 'L/ desk-size computers. This is 
due, in no small measure, to the comprehensive software system 
designed specifically for it, called ‘Link’. 

The ‘Link’ system was designed to produce applicational 
software on paper tape, magnetic edge or 80-column punched 
cards with the object of covering every possible application in 
every possible type of business. Not only will such an ambitious 
goal inevitably lead to a software library of unlimited propor- 
tions, but costs of program maintenance should be considerably 
reduced. 


Program library 


‘AAS readers will know, Burroughs have had a very wide ex- 

perience of commercial accounting and, from examining 
every type of procedure, they have built up a complete library of 
programs recorded on magnetic tape; should they need to be 
tailored to specific requirements, the programmer can write 
the required modules which can then be linked to existing 
programs. 

The hardware of the 'L2' range consists of four machines: 
the L2ooo, L3000, L4000 and the Lsooo which vary in input, 
general processing and output. For example, input to the L2ooo 
is by either paper tape or punched cards, and data can be 
easily processed for management reports on a central computer 
system. At the other end of the range, the Lgooo provides 
unlimited storage through its use of magnetic cards which can 
be accessed both visually and electronically. Data stored by 
magnetic recording makes a significant contribution to pro- 
ductivity through speed and accuracy, since the record itself 
is sufficiently extensive to store all normal standard data. 


Invoicing 


N invoicing applications, the Lsooo has the capacity to com-. 


bine the printing of invoices and statements, which with the 
processing of stock control operations, can produce a print-out 
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The Burroughs L5000 desk-size computer gives an unlimited amount 
of data storage by the use of magnetic record cards. It can operate 
with a wide range of input and output peripherals, and one such 
peripheral is the automatic card reader (right of picture). 


Daten trn A a cmt vs det aote me w. 
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of names and addresses taken from the magnetic record and 
printed on the invoice, product description, price, discount 
and any other required data obtainable from stock records. 
Additional items such as credit limits or special delivery in- 
structions can also be updated automatically. 

The Lsooo has a 26 in. wide ‘transport’ for forms, giving 
255 print positions, and can operate with an extensive range of 
peripherals; one such peripheral is the automatic magnetic 
record reader which can perform many previously time- 
consuming jobs at great speed and with remarkable accuracy — 
particularly effective when assisting the main machine with 
payroll. | 

The payroll application is dealt with in such detail that not 
only are all appropriate deductions shown and continuously 
updated in relation to.gross pay, but the entire salaries and wages 
operation can be concluded each week or month by the machine 
printing out the employees’ cheques or credit transfers. 

Furthermore, the annual P35 form is printed out in accord- 
ance with the P6os of each employee that have been progres- 
sively scheduled. Even though cheques are not signed by the 
main machine, there is a peripheral cheque-signing machine 
marketed by one of Burroughs’ subsidiaries. 

Prices range from £3,000 to £12,000, and leasing arrange- 
ments can be made. 


Savings by UNIVAC in Optical Document Reading 


LTHOUGH Univac are quite often thought to be entirely 
ZX... card-orientated, they have produced a modi- 
fication of their 2703 Optical Document Reader to include even 
more sophisticated founts. Equipped with a special selection 
feature, the 2703 can read thirteen of the characters in the 
OCR-B numeric subset, printed by Univac bar and drum - 
printers together with the long vertical mark symbol. This 
means that it is a fast, low-cost and versatile optical character 
reader well suited for the classical turnround document ap- 
plications typically found in public utilities, insurance com- 
panies, retail stores, publishing houses, and banks. 

The 2703 may be purchased for £20,950 or rented on a five- 
years’ lease for £378 per month. 


File Searching Made Easy 


ITH such a demand for information on which to base 

decisions, auditors (whether internal or external) must 
necessarily be selective in their approach if they wish to be 
effective and efficient in extracting specific details from a mass of 
data. Treasurers’ departments of local government authorities . 
amply illustrate this need, and the Derbyshire authority has 
taken this subject so seriously that its staff has been encouraged 
to write and develop a general search program, named ‘Fish’ 
for use on an IBM installation. 

Basically, the program. enables users to search computer- 
based files for specific data held on those files, to perform a 
great deal of routine sifting and summarizing of data, and to 
produce results by means of print-outs of manageable pro- 
portions. A point must be made to dispel any impression of 
operational mystique, namely that the program was intended for 
use mainly by non-computer trained staff and so can be used 
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by anyone after some initial instruction. Writing in Local 
Government Finance earlier this year, Mr C. W. Lebeter, 
A.IL.M.T.A., and Mr C. F. Greatorex, A.I.M.T.A., of the County 
Treasurer’s Department, Derbyshire, refer to instruction on the 
program within their authority having been restricted to section 
heads, senior internal staff and programmers — doubtless, to 
control access to confidential information. 

Without wishing to state the obvious, one can only select 
for retrieval data that is on file; if it is not on file, it cannot be 
retrieved! Hence, the electronic data processing system itself 
must be designed | to process data that is not only available, but 
pine a required , form for file interrogation, and this calls for an 

«qminatión of. the system to determine the possibilities and 
extent of interrogation. It is to be hoped that when existing 
computers : are.replaced by larger and more up-to-date models, 
it will Also be possible for systems to be changed so that file 
interrogation is of the utmost benefit. 


E 


i Electricity Board's Flexibility 


A amount of flexibility has been shown in the signing of 
a {20,000 contract between the London Electricity Board 
and Computer Sales and Services, of London, for the purchase, 
installation and maintenance of a refurbished computer system. 
The computer ~ an ICL 1500 — has been specially built by CSS 
engineers as an identical match to an existing machine installed 
for the last six years at the LEB building centre at Noel Street, 
London Wi; in other words these two machines have been 
‘twinned’. In order to accomplish this, CSS has had to use parts 
from two other ICL systems owned by the company. 
Cost-saving advantages to LEB are stated as being 'very 
substantia as the work burden has been eased, overtime 
reduced and insurance premiums and general running costs cut. 


Services to the Professions and Management 
URING the past fifteen years the computer has provided 


management with a powerful tool, but this development: 


has not carried with it the necessary education in its use for 
the solution of management problems. Consequently, manage- 
ments have sometimes found it difficult to understand and use 
the computer to its best advantage. 

Various organizations which combine consultancy with 
bureau services are available to even out this bumpy path. 
One of these, Scientific Control Systems, better known as 
Scicon, insists that its staff must not only be conversant with 
computer technology but, above all, must understand the 
problems to which the computer and related techniques are 
applied. This doubtless explains why Scicon's services have 
expanded beyond the confines of the computer room into the 
broader areas of management policy and human relations. 

By their nature, consultancy services cannot be neatly slotted 
into self-contained, categories but in this case they certainly 
include corporate and financial planning, advice on data pro- 
cessing and management information systems, and their 


statistical services cover the maintenance of a complete library | 


of statistical programs used for a variety of purposes such as 
forecasting share price trends and estimating motorists’ in- 
surance risks. 


JOHN FOORD 
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Another bureau which specializes in giving service to the 
accountancy professional is the Accountancy Information 
Development Service (AIDS), directed by Mr M. Kusmirak, 
LL.B., A.C.A., from Bedford Row, London. This assists prac- 
titioners (individually or in consortia) with incomplete records, 
bought ledger and sales ledger and credit control; management 
accounts, time recording and job costing. 


Co-operation between Cost Accountants and BCS 


recent joint meeting between the Sussex branch of The 

British Computer Society and the Brighton and District sub- 
branch of The Institute of Cost and Management Accountants 
yielded agreement to cooperate on projects of mutual benefit. 
As a result, a study group was formed with a view to examining 
some aspects of the costs and benefits of using a computer. 

The scope and depth of the long-term National Computing 
Centre project, The economic evaluation of computer-based 
systems, was immeasurably greater than could be contemplated 
by the study group because of their lack of facilities for signi- 
ficant collaboration with NCC. Nevertheless, a useful document 
is being produced which might supplement part of the NCC’s 
activity; a limited area is considered in depth, and the report is 
directed at a different audience. 

Copies of the report of work done to date may be obtained 
from the chairman of the Sussex branch of the BCS, Mr R. A. 
Newell, M.A., F.B.C.S,, 21 Hartington Villas, Hove, Sussex 
BN3 6HF. 


Computer Course at Open University 


RANTED a Royal Charter in 1969, the Open University 

of Bletchley, Bucks — an independent autonomous body 
awarding its own degrees and certificates — was set up to provide 
education at undergraduate, postgraduate and post-experience 
levels for adults whose responsibilities at work or home pre- 
vented them from taking full-time courses. 

From January 1973 there will be post-experience courses on 2 
variety of subjects. Tuition will be through the Open Univer- 
sity’s integrated system, designed for part-time students working 
at home. Specially written correspondence material is supple- 
mented by television and radio programmes and, where 
appropriate, by home experimental kits, the use of computer 
terminals, evening or week-end tutorial sessions and residential 
schools. 

One of the post-experience courses organized is on 'Com- 
puters and computing’. It assumes no previous knowledge and 
is suitable for people from all walks of life, especially those from 
the professions and industry. The aim is to teach the relevance 
of computing to professional and personal life, how to recognize 
what tasks a computer can and cannot perform, and to appre- 
ciate its present and future influence upon all aspects of society. 

Teaching on the course will be by books, study guides, 
television and radio programmes, and. tutor-marked practical 
assignments. There will also be ten hours’ work at terminals 
of the Open University Students’ Computing Service in local 
study centres. | 
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Taxation 
Cases 


Turner v. Follett 


In the High Court of Justice (Chancery Division) — June oth, 
1972 
(Before Mr Justice FOSTER) 


Capital gains tax — Gift of shares m company — Whether a disposal 
of assets — Whether liable to tax — Finance Act 1965, section 19. 


In July 1969 the taxpayer gave roo ordinary shares in the 
Hudson’s Bay Company to each of his three children. At the 
date of the gift these shares were worth {£7 a share, but 
on April 6th, 1965, they were worth about. £4 12s 6d a 
share. 
The taxpayer was assessed to capital gains tax in respect of 
this gift in the sum of £712. The taxpayer contended that a 
gift was not subject to capital gains tax; and that in any event 
he had made a loss and not a gain. It was contended for the 
Revenue that the phrase 'the disposal of assets' in section 19 
of the Finance Act of 1965 includes a gift; and that there had 
been a gain of £712 by reference to the market value at April 
6th, 1965. The General Commissioners decided in favour of 
` the Revenue. 


Held: the General Commissioners’ decision was correct. 


The Oueen v. Havering Commissioners, 
Ex parte Knight 


Ín the High Court of Justice (Queen's Bench Division) — 
June sth, 1972 


(Before Mr Justice MELFORD STEVENSON, Mr Justice BRIDGE 
and Mr Justice ACKNER) ` 


Income tax — Surtax — Loss due to wilful default — Penalties — 
Whether res judicata — Surtax liability not known — Whether 
includable in penalties — Whether penalty proceedings in due 
time — Whether in correct division — Jurisdiction — [Income Tax 
Act 1952, section 229 (3) — Taxes Management Act 1970, sections 
7, 37, 44; 95, 103, Schedule 3, paragraphs 2, 6. 


In 1955 assessments to income, tax were made on the taxpayer 
"for 1951 to 1954 in respect of his profits as a cattle dealer. 
His liability under these assessments was finally determined 
in July 1968. An assessment to surtax was made in 1970 and 
‘had not yet been finally determined. In June 1971, penalty 
proceedings were brought against the taxpayer and he contended 
that they were invalid because (i) the proceedings were res 
judicata in that i in an appeal against the 1970 surtax assessment, 
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the Special Commissioners had decided that there had been a 
loss to the Revenue attributable to wilful default by the tax- 
payer; (11) the penalty proceedings were premature in that the 
liability for surtax had not yet been finally determined; (iii) 


.the penalty proceedings had not. been instituted at the right 


time; (iv) those proceedings had been brought before the wrong 
General Commissioners because at the relevant time the 
Division of Havering was not the place where the trade was 
being carried on. For the Revenue it was disputed that (i), 
(11) and (111) above were correctly maintained; and it was con- 
tended that the Havering Division was the correct division for 
the making of the assessments either because at the relevant 
time the taxpayer's business was being carried on there or he 
ordinarily resided there in the relevant year of assessment. 


Held: the taxpayer's contentions at (1), (3) and (in) above 
failed; and the penalty proceedings had been validly instituted 
in the Havering Division, so that the General Commissioners 
for that division had jurisdiction to entertain them. 


Steiner v. C.l.R. 


In the High Court of Justice (Chancery Division) — Tune 7th, 
1972 
(Before Mr Justice FosTER) 


Income tax — Income from abroad — Domicile — Domicile of choice 
in Germany — Long residence in England — Intention to return to 
Germany after the War — Business established in England — 
Nationalized m England — Whether domicile of choice in England — 
Schedule D, Case IV. 


The taxpayer was born in Czechoslovakia and prior to 1939 
he acquired a domicile of choice in Germany. In 1939, when 
he was 5o years old, he came to England with his wife, two 
sons and a daughter, with every intention of returning to 
Germany after the War. At the end of the 1940s he and his 
three children and four grandchildren were all living in 
England, and he was then nearing 60. In 1941 he had acquired 
a flat in Hampstead, where he still lives with his wife. He had ` 
established a business in England of manufacturing handbags, 
and in 1948 he obtained a certificate of British naturalization. 
In his application therefor he stated that he intended to reside 
permanently within His Majesty's Dominions. 

In 1954. he acquired a flat in Berlin in the name of his son. 
Between 1948 and 1951 he spent six months in all in Germany, 
and six months in each year between 1951 and 1963, and after- 
wards he visited Germany very rarely. When he was ill in 1967 
he returned twice from abroad to England for treatment. In 
1970 he had a stroke and could not afterwards travel; he had 
since then remained in his flat in London, and was unable to 
give evidence before the Special Commissioners. 

The taxpayer was assessed to income tax under Case IV of 
Schedule D in respect of income arising in Germany. It was 
contended for him that he had abandoned his domicile of 
choice in England, and had resumed his domicile of origin 
in Germany; and that the assessment should be on the 
remittance basis. The Special Commissioners decided that 
the taxpayer had had a domicile of choice in England since l 
the early 1950s. 


Held: the Special Commissioners’ decision was. correct. 


A motion for the stated case to be remitted to the Special 
Commissioners for their consideration of an amendment by 
adding ‘the SSES felt Berlin to be his home’ was 
dismissed. 
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Letters 


The Accountants' Language Problem 


Sir, — In the leading article “The Accounting World’ in your 
issue of July 6th, reference 1s made to the linguistic requirements 
of the International Congresses of Accountants, which include 
interpretation facilities and a language 'sufficiently international 
in itself’, according to ICCAP. 

I wish to remind you and your readers of the existence of the 
effective and effectual international language Esperanto, with 
from 8 to 15 million speakers all over the world. (The exact 
number is, of course, incalculable, but the minimum figure 
quoted was estimated by the American linguist, Dr Mario Pei.) 

It has been evident at international congresses of 4,000 and 
more delegates from up to so different countries, when Es- 
peranto has been the only language used for the proceedings, 
that neither interpreters nor translators are necessary, and for 
this reason very substantial savings in costs can be achieved by 
the organizers, not to mention the fact that any delegate can 
take an active part in the proceedings. 

Esperanto is taught in schools in many countries, including 
the United Kingdom, and there are also television and radio 


courses, although these have not yet been introduced in this. 


country. Tuition here is also carried out by means of evening 
classes, tapes and récords, and correspondence courses, and the 
language is learned in only a fraction of the time required to 
reach an equivalent standard in even the easiest of the national 
languages. 

Particulars may be obtained from the British Esperanto 
Association, 140 Holland Park Avenue, London Wi: 4UF. 


Yours faithfully, | 
Carshalton Beeches, Surrey. A. VENTURE, A.C.1.5. 


Government and the Profession 


Sm, — A leading article in your July 13th issue adduces two 
principles as to the relation of professions and their members 
to government: 

First — ‘It is not for the accountancy or any other profession 
to involve itself in political affairs; 

Secondly — ‘... the debate on the economic future of this 


country should be directed to urgent relevant issues with the 


same regard for intellectual integrity as the professional ac- 
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countant is required to display in the preparation of a compan 
prospectus'. 

It is for flagrant breaches of these two basic principles th: 
the Accounting Standards Steering Committee should, withot 
further ado, be liquidated. Only by so doing can we effectivel 
rebut the sneers of perceptive foreign observers like that of th 
London Correspondent of the Washington Post (in an article i 
New Statesman of July 7th): 


“The point about pollsters, of course, is that someon 
somewhere is paying their freight. Like lawyers, accountan! 
and other professionals who ply their trade in the publi 
streets, pollsters are paid to service a client. They are nc 
academic seekers after Platonic truth.’ 


Only by so doing can the Council of the English Institut 
hope to start to restore our faded image of primary concern fc 
‘objectivity, integrity and responsibility’, 

Yours faithfully, 


Cheam, Surrey. JACK CLAYTON, r.c.A. 


Permanent Health Insurance 


SIR, — May I comment on Mr John C. Vann’s treatment (Jur 
29th issue) of the Revenue’s attitude to employers’ payments 1 
a permanent health contract. One would like to think that the: 
schemes were indeed subject to formal Revenue approval — eve 
perhaps to exempt approval (Finance Act 1970, section 21) — fc 


. a multiplicity of reasons, including quite simple facts: 


(1) Entitlement to relief is more predictable than local sul 
mission. 

(2) Budget formulation and periodic cash flow are assisted k 
computation of payments to this contract and the.pensic 
fund, where premiums are aggregated and expressed as 
percentage of relevant PAYE earnings. 


This situation is not practical in the absence of a sing 
exempt approved fund for pensions, death benefits and pe 
manent health benefits (incidentally, a more logical term 
‘salary continuance’ which is really the subject of a separa: 
analysis). In Standing Committee on clause 13 of the Finan 
Bill 1971, the matter was rejected but promised a review; so fa 
no action. I 

However, in the context of Mr Vann’s article, this sort ı 
approval is more hope than reality. ‘Approval’ cannot present 
mean anything other than the local Inspector's acceptance of tl 
premium as an allowable expense of management (CT: 
1970, section 130). This further explains the need to subm 
to the Revenue the inclusion within the scheme of controllir 
directors, controlling shareholders and close relatives of suc 
persons. | 

The retention by the Revenue of discretionary powers : 
specific approval does not enter into the matter; it is a simp 
decision as to what is allowable as opposed to what is an ur 
connected ‘perk’ of ownership. There is, Sir, a world : 
difference. 

Yours faithfully, 


Wilmslow, Cheshire. PHILIP M. GLENNON, LL.B. 





FOR C. A. 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in 


all the 


principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 


EXAM 
PASSES 


Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 
Free 100-page book (without obligation) on application to Careers Adviser ` 
THE RAPID RESULTS COLLEGE 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
Accredited by the Council for the Accreditation of Correspondence Colleges 
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LONDON’S NEW CHAIRMAN 


MICHAEL HOLMES was last week elected 
Chairman of the London CASS, though 
not without strong opposition from Bill 
E. Dorman who, although a member of 
the committee, is more widely known for 
the hard work he has put in on behalf 
of ACASS. 

Born in London, Mike Holmes is 
25 years of age and was educated at 
Latymer Upper School. Formerly articled 
with Arthur Young McClelland Moores 
& Co, he has, since last month, been 
with J. Lawson & Co, of London, whose 
principal of that name was until recently 
an active member of the Society. 

Mike Holmes served as the Society's 
Vice-Chairman for the year 1971-72, 
being first elected to the committee in 
November 1970, and for two years was 





chairman of the public relations sub- 
committee, 

Quite apart from his work for the 
Society, he has been a regular attender at 
ACASS Council meetings since March 
1971, and was elected to its Executive 
at the Nottingham Council in March. 

Married and, as he puts it, with ‘one 
junior due in September', Mike Holmes 
is also a committee member of The Young 
Professionals Club, but, as he observes, 
these activities give him 'no time for 
hobbies', which is hardly surprising. 


New Vice-Chairman 
RICHARD VINSON, B.A., the new Vice- 
Chairman, is 24 years of age. Born and 
educated in Suffolk before going to 
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Cambridge to read Natural Sciences, in 
which he gained an honours degree, he 
has, since 1970, been articled with 
Arthur Young McClelland Moores ~ 
producing the rather unusual situation of 
both Chairman and Vice-Chairman going 
through the same stable! 

Elected to the committee last June, 
Richard Vinson has been vice-chairman 
of the firms’ representatives and manage- 
ment sub-committees. He was a delegate 
at the September 1971. and March 1972 
ACASS Councils, and like his Chairman, 
was elected to the Executive in March 
and appointed chairman of its new 
Planning and Research Board, 


ACASS OFFICERS VISIT 
FRANCE 

PETER PENNINGTON Lem, President of 
ACASS, together with Terry Webb, 
Secretary, and Kevin Lennon, a member 
of the Executive, attended the 25th 
congress of ANECS (the French student 
accountants' body) held in Lyons earlier 
this month. | 

Speaking at a joint session with IFEC 
(the French accountancy body) on the 
problems facing the newly qualified 
accountant, ‘Terry Webb stated that with 
the growth in multi-national enterprises, 
it was necessary to create an international 
profession. He declared that it was up 
to students to take the lead in creating 
an international study group to investi- 
gate problems of mutual concern. 

After an informal dinner in the cellars 
of a vineyard at Morgon (north of Lyons), 
the French demanded a song from an 


Englishman. Terry Webb complied no 

with a song, but with a short speech 

He asked his hosts to excuse any faults. 
he made in speaking their language, but 
the English could only speak one 
language properly. He did not, he said, 
anticipate an immediate change-over to ` 
English in Europe when the UK entered ` 
the EEC ~ “although it would help the 


Continentals to assimilate with us’. But 


one thing was certain: the great lawless- 
ness he had noticed on the roads would 
have to stop — the English believed in 
law and order, so it would be necessary 
for the Continentals to go back to driving 
on the proper side of the road! 
Fortunately for the ‘Entente Cordiale’ 
Terry Webb’s French was sufficiently 
good for his audience to appreciate that 
he was not being serious and they showed 
their appreciation with loud applause. 


SHEILA MASTERS FIRST 
AGAIN 


Tor place in Part I of the Institute's May 
Final examinations (results of which are 
reproduced as a supplement to this issue) 
has gone to 23-year-old Sheila Valerie 
Masters, LL.B., A.T.1.1., of Eltham, Lon- 
don. Not only was she placed first in 
last September's Intermediate ('Round- 
about', November 25th), but she was also 
awarded the Associateship examination 
prize of The Institute of "Taxation 
(‘Roundabout’, December 23rd). 
Articled since 1g7o to Mr P. G. 
Corbett, F.C.A., a partner in Peat, 
Marwick, Mitchell & Co, of London, 





Sheila Masters is a graduate of Bristol 
University where, in her second year, 
she was 'the outstanding student of the 
year. Her latest achievement not only 
places her first in order of merit, but also 
gains her the Robert Fletcher Prize and 
the Deloitte-Plender Prize for the paper 
on English Law I. 

In an article she contributed to 
‘Roundabout’ on March 2nd entitled ‘A 
personal view of women in the profes- 
sion', she perhaps rightly forecast 'that 
the male attitude towards women in the 
accountancy profession is inspired by a 











fear that, given sufficient opportunity, the 
female accountant may turn out to be 
etter than the male’. 
= In Part H, the First place, the W. B. 
Peat Medal and Prize, the William 
Quilter Prize and the Deloitte Plender 
C Prize for the paper on auditing were all 
^ won by Jeffrey Hewitt, B.a., who has 
been articled since 1969 to Mr P. 
Desmond, F.C.A., of the London office of 
Arthur Andersen. He Joined his present 
firm after obtaining a 'first' in chemistry 
at Oxford, 'though not before having a 
- Jook at the opportunities computer work 
offered’. 
. Jeffrey Hewitt, who was placed ninth 
with a distinction in a graduate con- 
version course, has been given leave of 
absence by Arthur Andersen to take up 
«a fellowship at Stanford Business School 
to study for an M.B.A. 











THE YOUNG ACCOUNTANT'S 
HANDBOOK 


A RECENT publication from Christopher 
Burr, The Young Accountant's Handbook, 
is something of a curate’s egg. Its prin- 
cipal and undoubted virtue is that it 
includes a great deal of information 
of interest to the newly articled clerk — 
and even in some respects to the newly 
qualified member — which has not pre- 
viously been assembled between the 
same pair of covers. 
Its title derives from association with 
The Young Accountant, the ‘official 
journal’ of ACASS; thus it is addressed 
exclusively to students of The Institute 
of Chartered Accountants in England 
and Wales, and not (as the title might 
otherwise imply) to all young account- 
ants. Indeed, the Scottish and Irish 
Institutes are not mentioned at all, and 
the other recognized bodies of account- 
ants only in the light of alternatives for 
candidates unsuccessful in the English 
Institute’s examinations. This is surely an 
error of fact, if not also of good taste. 
Whilst much of the material, par- 
ticularly the section devoted to examina- 
tions, appears to have been culled from 
official sources, other passages are more 
-. subjective, and are doubtless drawn from 
“the experience of the Handbook’s uniden- 
tified contributors. The section on career 
— planning, in particular, includes one or 
two sweeping generalizations, but will 
undoubtedly stir the thoughts of the 
- newly qualified member at least to the 
extent of avoiding some of the pitfalls. 
^ "The publisher's foreword expresses the 
< hopethat The Young Accountants Hand- 
book wil serve student members of the 
English Institute 1n the same way as the 
lembers’ Handbook serves its qualified 
embership; a noble aim which, in this 
‘st edition, has not been entirely fulfilled. 
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As reported under Roundabout on January 27th, the winning team in this years London 
CASS Business Management Game was from Barron, Rowles € Co. At the meeting of the 
Society's committee at Chartered Accountants' Hall last week, the President of the Society, Mr 
G. R. Appleyard, F.C.A., presented his challenge shield to the winning team's leader, Bernard 
Stevens. 

On behalf of the Society, Mr Appleyard expressed the congratulations of the committee and 
members, adding that they were all looking forward to many more keenly contested business 
games in the future, 





Teacher Training Course 





A further teacher training course in the series organized by the Institute commenced at Char- 
tered Accountants’ Hall last week. The course, which is being conducted by an enthusiastic 
team of lecturers from Caer Rhun Hall, headed by the principal, Mr John Anderson, M.A. 
A.C.A., pictured extreme right, extends into this week and is showing methods of teaching 
certain selected subjects central to the examinations of the Institute and other accountancy 
bodies. Teachers from both the public and private sectors are attending and during the course 
each participant is filmed giving a lecturette so that his style can be analysed at a ‘play-back’ 
session. | 

ACASS, among others, is well-known for its concern for the improvement of present-day 
teaching methods and it is no surprise, therefore, that included among members of ACASS 
who have satiin on the course should be its President, Peter Pennington Legh. 








Notes 
and 
Notices 





PROFESSIONAL NOTICES 


BINDER, HAMLYN & Co, Chartered 
Accountants, of Bradford, announce that 
they have concluded arrangements with 
Mr J. JACKSON, F.c.a., and Mr E. M. 
BANKS, F.C.A., the partners of FREDK A 
C. 5. HoLLIDaY, of o Park Place, Leeds, 
whereby BINDER, HAMLYN & Co will 
carry on their practice as from July rst, 
1972. Mr Jackson will become a con- 
sultant to the firm and Mr Bangs will 
become a senior of the staff. 


M. U. Pater & Co, Chartered Ac- 
countants, announce that Mr PIYUSH 
JAYANTIBHAI PATEL, A.C.A., has been 
admitted as a partner of the frm with 
effect from May sth, 1972. The name of 
the frm has been changed to PATEL, 
PATEL & Co. 


APPOINTMENTS 


Mr Herbert Ellis, A.LM.T.A., deputy 
borough treasurer of Worthing, retires 
on August 31st after over 45 years service 
with the corporation. Mr H. J. W. Tait, 
F.C.A., assistant treasurer, has been 
promoted to deputy borough treasurer. 
Mr Tait has had previous local govern- 
ment service with Wolverhampton, 
Stourbridge, Redcar and Dudley Cor- 
porations. 


Mr T. Neville, c.A., has been appointed 
financial director of Rolls- -Royce | Motors. 


Mr Frank 2 Peard, F.C.C.A., F.C.M.A., 
J.DIP.M.A., A.C.1.S,, has been appointed an 


assistant o director of Arthur 


Guiness Son & Co (Dublin) and initially 


will take on the duties of financial director. 


. Mr. Geoffrey C. Ez F.C. A. 
F.C.M.A., J.DIP.M.A,, has joined the board 
of Surinvest Holdings and -has been 
elected deputy chairman. 


Mr John McCullagh, F.c.a., who eee 
this year joined the board of Gillette 
Industries, has succeeded Mr Gareth du 
Pré, F.C.A., as financial director of the 
company. Mr du Pré, who joined the 
company in 1946 and has been financial 
director since 1958, has retired. 





Mr A. Richens 


Mr J. McCullagh 


Mr Allan Richens, A.C.M.A., ACLS., 
has been appointed group management 
accountant for the Johnson-HPL Group. 


Mr David Rudd, F.c.a., has been 
appointed to the board of Henry Foster 
Building Products. 

Mr Derek de Selincourt, F.C.A., 
formerly deputy chairman of Alwyn 
Holdings, has joined the board of 
Charles Spreckley Industries as financial 
director. 


Mr E. A. Twelvetree, | A.L.M.T.A., 
an assistant county treasurer of the 
Kent County Council, is to become 


deputy county treasurer on December 
ist. This follows the promotion of Mr 
Peter Stoodley, A.1.M.T.A., from deputy to 
head of the county treasurer's depart- 
ment. 


FINANCE ACT GUIDE 


First in a new series of booklets to be 
published by Financial Techniques is an 
8o-page guide entitled. The Finance Act 
1972 — its implications for business strategy. 
Written by a tax consultant, the booklet 
contains valuable practical information 
for the busy executive and gives some 
sound advice on which business decisions 
can be made. 

- Advance orders for the booklet, to be 
published on August 22nd, at {1-25 post 


free, are now being accepted by Financial 
KC P. 9. Box 3, Woking, Surrey. 


CHARTERED SURVEYORS | D 


IN PARLIAMENT 
Degrees: Sale 


Miss FookEs asked the Secretary of 
State for Education and Science if she 
will make a statement on her considera- 
tion of ways of providing protection 
against the awarding of degrees without 
insistence on the acquisition of academic ` 
qualification. [The Accountant, June 8th.] 

Mn CORDLE asked the Secretary of 
State for Education and Science if she 
wil make a statement about her con- 
sideration of means of protection against ` 
the sale of degrees. E 

Mrs 'PHaTCHER: There would be 
difficulties over legislation, but I am con- 
sidering whether there are alternative 
means of protection against such activities. ` 

Hansard, July 13th, 1972. Written 
answers, col. 397. 


NORTHERN SOCIETY ELECTS 
NEW PRESIDENT 


The President of the Northern Society 
of Chartered Accountants for 1972-73 
is Mr C. Collett, F.c.a., senior partner in 


the Newcastle practice of Price Water. ` 


house & Co. Mr Collett served his articles. 
with the firm of John Gordon Walton & 
Son, of Leeds, and was admitted to 
membership of the Institute in 1952. 





He has been a member of the Northern 
Society committee since 1964, and has 
also been for many vears an active 
member of the Northern Regional Tech- 
nical Advisory Committee. He is married 
with one son, who shares his interest in 
game shooting and fishing. 

Other officers for 1972-73 are: 
Vice-President: Mr R. E. Gray, F.C.a. 
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Treasurer : Mr S. J. P. Bevan, A.C.A. 

Secretary and Information Officer: Mr 
I. R. Turner, F.C.A., Alliance House, 
Hood Street, Newcastle upon Tyne. 


UEC CONFERENCE 1971 


The official report of the proceedings of 
last years UEC Study Conference 
(The Accountant, October 7th and 14th, 
1971) has now been published by The 
Institute of Chartered Accountants in 
England and Wales. It includes an 
introduction ‘by the chairman. of the 
conference policy committee, Mr J. P. 
Grenside, F.C.A., a summary of the 
conclusions reached on each of the 


_ conference papers, and the valedictory 


Fool 


- Employment Act is July 31st. Firms wish- - 


addresses of Mr A. H. Walton, F.C.A., 
then President of the English Institute, 
and Dr A. F. Tempelaar, Vice-President 
of UEC. 

Copies of the report have been pre- 
pared in English, French and German, 
the three official languages of the con- 
ference, and are available from Chartered 
Accountants’ Hall, price £1 each. 


DOUBLE TAXATION — KENYA 


Kenya has given notice terminating the . 


Double Taxation Agreement with the 
United Kingdom (SI 1952, No. 1,214), 
and has indicated its desire to make a new 
agreement. ‘The existing agreement will 
accordingly cease to have effect in the 
United Kingdom from April 1973. 


SCOTTISH STUDENTS 


In the table ‘Membership of Account- 
ancy Bodies’ which appeared in last 
week’s issue, the figure given for new 
students of the Scottish Institute during 
1970 was incorrect: the number of 
indentures de was 339, and not 
243 as stated. 


PUBLISHERS’ CORRECTIONS 


The Counting House Publishing Co of 
Thiensville, Wisconsin, USA, ask us to 


point out that the prices shown in their ` 
‘advertisement in last week's issue should 


read as US dollars. 


LOCAL EM PLOYM ENT ACT 
DEADLINE 


"The last day for applications for loans and 


grants under section 4 of the Local 


. ing to be considered under the Act for 


loan or removal grant for projects in the 
development areas on which an early 
start will be made, should ensure that the 
necessary application forms are received 
by the appropriate regional office of the 


. K. Mashford, D. Napper, 
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Department of Trade and Industry before 
August 1st. 


Applications for operational grants, in 


the special development areas only, can 
now be submitted only in respect of 
eligible projects which had effectively 
started before March 22nd, and must also 
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be received by the DTI before August 
ISt. 

Application forms (Form LEAz) for 
assistance under section 4 of the Act 
are available from the regional offices of 
the DTI to which any inquiries and 
completed forms should be sent. 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Technical Advisory Committee 


The 179th meeting of the Technical 
Advisory Committee was held on Tues- 
day, July xxth, at 2.15 p.m. in the Council 
Chamber at Chartered Accountants’ 


Hall, with Mr J. A. P. Whinney in the | 


chair. The following members were 
present: Messrs G. F. Appleton, G. Bar, 
N. F. Beecham, B. H. Buckley, R. St J. 
Buller, J. Burgoyne, P. J. Cavanna, 
I. F. H. Davison, C. C. Dobson, N. J. 
Edwards, N. Cassleton Elliott, A. C. 
Essex, R. Firth, C. R. P. Goodwin, 
J. H. Hewitt, A. P. Hughes, H. B. 
Huntington-Whiteley, W. W. W. Martin, 
E. R. 
Nicholson, R. D. Pearce, G. B. Pidsley, 
J. M. Pitts, H. G. Sergeant, C. R. Shaw, 
M. Sheppard, F. A. Sherring, K. A. 
Sherwood, D. H. Slade, N. Smith, 
T. I. F. Tod, G. H. Vieler and P. C. 
Westwood, with Mr G. A Slator, 
Secretary to the Committee. 


EE by the President of 
the Institute 
The President of the Institute, Mr D. 5. 
Morpeth, T.D., B.COM., F.C.A., attended 
the opening of the meeting. In reply to a 


speech of welcome by the Chairman, the ` 


President said: 


‘Chairman and Gentlemen, 

‘For me this is a happy occasion. It is 
not often that a committee hinches me 
royally before I am asked to stand up 
and address it. In addition to this, 
however, I can claim to be no stranger, 
having done my time as a back-bencher, 
and I am pleased to see that at least nine 
of you are such old stagers as to have 
been members when I started my rather 
brief membership of the committee and 
still are here today. 

‘Your history goes back to 1942 — 
when you were the Taxation and 
Financial Relations Committee — you 
are a wartime baby, born to fulfil a 
particular need of the Institute at that 
time and full of vigour and enthusiasm, 
enriched by an influx of industrial 
members. You set about creating 
Accounting Recommendations — a tre- 
mendous innovation of the day and 
which had a dramatic effect on the status 
of the Institute. 


‘In those 30 years, you have seen. 


changes and developments — until ‘in 


1969 you developed a grandson — the 
ASSC. This also arose to fulfil a de- 
veloping need, and therefore stole much 
of the prestige and interest in the 
technical field. But do not be jealous of 
your grandchild, nor alarmed about old 
age. I believe you are still quite young 
and have a vital role to play. 

“You will, no doubt, have read about 
the review of the whole Technical 
Department which I announced was 
under way. This is needed to enable us 
to evolve an organization and the people 
to enable us to maintain a dynamic 
response to research, to the challenges 
of our entry into Europe, to the changing 

. needs of reporting standards, and the 
development of auditing standards of 
the future. 

‘In such a review the role of the 
TAC will undoubtedly be considered. 
Your contribution in the past and the 

. widespread technical ability represented 
by your members will not be forgotten. 

“Nor will your role be discussed with- 
out the participation of your Chairman. 
He will be part of the team who must 
agree the proposals before they can go 
to the Council for approval. . 

‘I would like to say that 1 believe that 
there is a considerable and important 
role for the T'AC in that organization. 


Membership | 


The Chairman extended a warm welcome 
to the following newly appointed mem- 
bers: Messrs R. St J. Buller, N. J. 
Edwards and C. R., Shaw. ` 


Matters considered 


Consideration was given to a Proposed 
Statement of Standard Accounting Prac- 
tice: 'Stocks and work in progress', and a 
report and draft Statement on Auditing: 
‘Auditors’ duties when relying on financial 
statements not audited by them'. 


Future meetings 


It was noted that further meetings of the 

Committee in 1972 and 1973 had been 

provisionally arranged as follows: 
Thursday, October sth, 1972; 
Wednesday, November 29th, 1972; 
Wednesday, January 31st, 1973; 
Thursday, March 29th, 1973; 
Thursday, May 31st, 1973. 
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[HOME LOANS OR TRUSTEE INVESTMENT | 
|. -wete generous either way 


When your clients ask for advice about raising a terms; or with investment plans that give them 
mortgage or making an investment, think of P.O.B.S. higher than average returns with maximum security. 
We can help with home loans on the most generous ` Just take a look at these facilities. 


P.0.B.S. for borrowers P.O.B.S. for investors 


* 100% advances on option mortgages up to £7,500. Shares 5:107; equal to £8:33% taxed at standard rate. 
k 95% advances on most types of modern property for Monthly Savings 6% equal to £9:80%. 
` owner occupation including — houses, purpose-built Deposits 4% equal to £6:53% (also paid to Limited 
flats, maisonnettes. Companies). 
A 30-year repayment term. A Prompt withdrawals. 
* Special facilities on shops with living accommodation * No fixed term restrictions. 
for owner occupation. | Assets exceed £31,000,000. 
* Prompt decisions. Authorised for investment by Trustees. 


For more information and latest Report & Accounts, please write or telephone: 


Ed Property Owners Building Society 


p erly Place, London W1M OAQ Tel: 01-580 5864, 580 7105 5, 637 3041 
DIRECTORS: Rt, Hon. Lord Ogmore, P.C., T.D. (Chairman); J. 1, Hamilton, F.R.I.C.S., F.A.I., F.I.Arb. (Deputy Chairman); 
K. G. Gale, F.L.Arb., A.S.V.A.; Rt. Hon. The Earl of Kinnoull, F.R.I.C.S.; Sir lan A. Mactaggart, Bt.; Rt. Hon. Lord Meston; R. P. Rudoff. 
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i doesn't happen often, but a lot 
of silly things'can affect shares ^ 
just when you want to sell. 
: That's why, if you're wise, you will 
"have invested at least part of your 
portfolio in-the Leicester Permanent. 








. Where it’s safe as houses; earns 42% | 
| | interest - with income tax paid by the | | | 
| = Society; and is readily available when > > | | 
_ you need it- no matter what the world's M 
coming to.  - | d 
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The Great Debate on ED6 ` 


qu the sixth in the present series of exposure 


drafts from the Accounting Standards Steering Com- 
mittee, ‘Accounting for Stock and Work in Progress’, 
remains open for comment for a further three weeks, the 
argument of absorption costing versus direct costing has 
already, we understand, assumed a significant . level 
among the replies which have so far.reached the ASSC 
secretariat. Practical difficulties of establishing realistic 
and defensible figures of ‘attributable’ profit on uncom- 
pleted long-term contracts have also proved a fruitful 
source of controversy, both in our columns and elsewhere. 

As we have remarked before, a controversial measure is 
not necessarily, for that reason alone, an undesirable one, 
and the vigorous debating of exposure drafts is a thing to 
be encouraged. In the past, opposing points of view have 
all too often been enshrined in established practices and 


-tacit ‘understandings’ which, it would seem, were not 


always understood by those to whom published accounts 
were ostensibly addressed. The widespread response to the 
exposure draft procedure would be welcome if it did 
nothing more than to bring some of these differing views 
into the open, where they can at least be defined and 
recognized, and their likely effects assessed. Moreover, 
the variety of influential institutions to respond to the 
exposure drafts indicates widespread recognition of the 


' authority of the ASSC, and of the extent to which the 


commercial community must continue to depend upon a 
competent and honourable accountancy profession. 
Theoretical arguments for and against the inclusion of 
overhead expenditure and anticipated profit in the valuation 
of stock and work in progress have been well known for a 


: considerable time; in their éssentials, they may be found 


in any standard textbook, and it can hardly be assumed 
that the ASSC has formulated the proposals contained in 
ED6 without a long and careful discussion — or indeed in 


ignorance of the likely lines of controversy which would 


follow. The word ‘theoretical’, in such a context, has been 
used by some commentators as a term of amused contempt, 


if not of outright abuse; while, on the other hand, earlier : 
attempts to establish recommended (never mind manda- 
tory) accounting principles have been attacked — most 
commonly from the universities — for their ad hoc approach 
to particular difficulties without first attempting to formu- 
late and define any underlying theory of accounting. 

The practicalities of the present situation are that stock ` 
and work in progress forms, in the balance sheet of the 
great majority of trading companies, a principal asset and, 
in all probability, the asset most loosely defined and 
controlled. Bankers, investment analysts, auditors, take- 
over bidders and (sometimes far too late) shareholders, . 
have all encountered their particular difficulties in inter- 
preting the present wide variety of permitted variations — 
with the attendant scope for subjective assessment. 

Complaints of 'dictation' against the ASSC are still to be - 
heard, though perhaps less frequently than in its formative 


-stages; in fact, the ASSC is far too experienced a body to 
deal only in terms of black or white, without regard for the 


various shades of grey. The aim of ED6 — as also of other 
exposure drafts within their particular spheres — is to 
substitute objective for subjective judgement, and to require 
those who claim (doubtless with sincerity and good reason) 
to fall outside the general rule to justify their views and to 
quantify their effect so far as may be. 

It is not yet possible to forecast the likely form of an. 
eventual statement of definitive accounting practice for 
stock and work in progress, but the ASSC manifestly has 
had no alternative but to include this subject in its de- 
liberations, and is to be congratulated upon - at the very 
least — a valiant attempt to grasp this particular nettle. 

We reproduce on other pages of this issue a selection of ` 
professional opinion on ED6, from the several standpoints 
of an industrialist, an investment analyst, a practising 
accountant and a professor of accounting; in thanking 
these four distinguished contributors for their participation; 
we also assure our readers of the continuing hospitality of 
our columns for their own contributions to the debate: ` 


- 
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Finance Bill through the Commons 


ITH the Finance Bill making its final leap towards 
the statute book, it is timely to review this instrument 
of some of the most far-reaching changes in the history of 
revenue taxation. The 154 clauses and 28 schedules are 
considerably more numerous than those of the Finance 
Act 1965, which contained a longer text. However, much 
of the compression in the new legislation has been achieved 
at the cost of future delegated legislation and discretionary 
powers entrusted to the Department of Customs and 
Excise. 
Proceedings on the Bill have taken a course familiar since 
the separation, in 1968, between the debate in committee of 
the whole House on selected clauses, and that on the bulk of 


‘the Bill, delegated to examination by a Standing Committee 


comprising some thirty members best qualified for this 
exercise. The tributes which concluded the 2oth sitting 
of the Standing Committee on this year's Bill were in 
marked contrast to the recriminations which accompanied 
the experimental operation of the new system in 1966. 
Certainly the tenor of the 1972 exchanges ‘upstairs’ in- 
dicated that every use was made of the opportunity to 
clarify and interpret the language of the draftsman rather 
than to score political points. Despite concentration on the 
text of the separate clauses and schedules, the. chairman 


again permitted a wider discussion on a selected clause . 


which this year was that which fixes the rate of corporation 
tax — the purchase tax 'regulator' clause being no longer 
significant. The debates open to the whole House also 
reached a high level on the technical subjects of relief for 
interest paid, share option schemes, estate duty and gifts to 
charities. 

. The introduction of VAT occupied most attention. Out 
of 50 clauses, the three dealt with by the whole House 
related to the imposition of the tax, its rate and the subject 
of zero-rating. The remainder, with those covering other 
excise duties, engaged the attention of some two-thirds of 
the Standing Committee’s sessions. Strong feelings were 
aroused by the penal nature of many of the enforcement 
provisions relating to VAT, including the proposed 
requirement that no appeal be permitted to the VAT 
tribunal on an amount in dispute unless the amount 
deterrained by the Commissioners. be first paid. - 

At the report stage of the Bill, the Government modified 
this so that either the Commissioners or the tribunal may 
waive this requirement in the case of appeals against 
estimated assessments or concerning the tax chargeable on 


f the supply of goods or services. ‘The opportunity was taken 


by the Financial Secretary to the "Treasury to give a pledge 
that the present Government would.not introduce. legis- 
lation tó extend the obligations to pay tax in dispute to 
those appeals involving income tax, corporation tax and 


Finance and Commerce 


capital gains tax and heard by the General Commissioners. 
At present that obligation is restricted to the amount of 
such tax not in dispute. 

There was also discussion on the penalties imposed where 
a person’s conduct during any specified period must have 
involved the commission by him of offences so that, 
whether or not the particulars of those offences are known, 
he is to be deemed guilty of an offence attracting liability 
to two years’ imprisonment, or a penalty of / 1,000 or three 
times the amount of the tax lost, or both. The most that the 
Government would concede was the addition of the words 
‘if greater’ to make the monetary penalties alternative. 

The tenacity of the 'Treasury in resisting amendments 
was modified at the end of the proceedings in Standing 
Committee when Mr Cecil Parkinson, M.A., F.C.A. (Con., 
Enfield West), succeeded with an amendment which made 
roll-over relief for capital gains tax available to professional 
bodies. It is noteworthy that the latter clause had made its 
appearance on the 1971 Bill. It is customary to put forward 
many amendments, often of a technical nature, not so much 
in the expectation of immediate official acquiescence, but 
as a means of attracting the attention of the Treasury and 
preparing the ground for renewed efforts in a later year. 
Extension of double taxation relief to 'shrinking' holdings 
in an overseas subsidiary is a.case in point, 

Other amendments may seek to clarify a doubtful point 
in the law, as in relation to estate duty relief on farm live- 
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stock — which the Revenue have now conceded to be within 
the meaning of ‘machinery and plant’ if subject to an 
election for the herd basis. On the other hand, attempts 
to secure relief for expenditure on fire precautions in 
commercial buildings were resisted, on the familiar ground 
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that any step in that direction would lead to further con- 
cessions without a logical stopping-point. Nevertheless, 
the Government did respond with a pledge to introduce 
legislation so that small hotel proprietors can obtain loans 
to enable them to meet their obligations in safety matters. 





Making VAT Work 


NCE the Finance Bill becomes 

law — probably within the next 
few days — Customs and Excise will 
publish a mass of detailed information 
about the new value added tax. Speak- 
ing last Friday to members of the 
Sheffield Chamber of ‘Trade and 
Commerce, Mr Patrick Jenkin, M.P., 
Chief Secretary to the Treasury, 
claimed that the Government had 
gone to enormous lengths to keep VAT 
as simple and as fair as possible — 
above all, by going for a single 
positive rate. 

Mr ]enkins continued: 'All the 
evidence from the Continent shows 
that, once the teething troubles are 
overcome, VAT works smoothly and 
causes very few problems for traders. 
Of course, there are bound to be some 
transitional snags on the change-over 
from SET and purchase tax to VAT, 
but the Government are quite con- 
fident that they can be overcome. 

'Many retailers remain worried, we 
know, about the problems of tax-paid 
stocks. Customs and Excise have had 
perhaps more representations on this 
topic than on any other single issue 
since the VAT Green Paper was 
published last year. 

‘Everyone is agreed that there is no 
perfect solution. With our responsi- 
bilities for public money, Treasury 
ministers were reluctantly forced to 
the view that we could not allow a set- 
off scheme which could not be properly 
policed and which could be very 
unfair as between the honest and the 
dishonest trader. We have therefore 
gone for a combination of measures: an 
‘extension of sale-or-return procedures 
and an end to purchase tax a short 
while before the start of VAT.’ 

The Government is prepared to 


examine any reasonable scheme put 
forward for the use of sale-or-return 
methods by individual trades — for 
instance, to consider schemes based 
on identification of containers where 
it would be impracticable to identify 
individual items. A major objective 
of Customs and Excise publicity 


"would be to reassure those traders who 


did not know how VAT would work, 
or what would be required of them. 


Pilkington and inflation 


L great debate on accounting for 
inflátion continues; and while sys- 
tems and methods may be in doubt, 
It is surely difficult now to deny that 


the very pace of inflation is in Itself a 


reason why — in the classic phrase — 
‘something must be done about it’. 
Lord Pilkington, chairman of Pilking- 
ton Brothers, put it all succinctly in 
his statement with the 1971-72 ac- 
counts. 


Reminding readers that he drew 


attention to Pilkington depreciation 
policy a year ago, he now comments: 
“We pay wages at current rates, we 
purchase materials at current prices 
and the other main element in costs — 
wear and tear or depreciation, on 
plant and buildings — must also be 
allowed for at current costs. This is 
most important in a time of rapid 
inflation.’ 

Lord Pilkington says he is ‘conscious 
of a change in climate in the account- 
ancy profession and in the City’ and 


very much hopes that ‘recommenda- - 


tions to make this policy general 
throughout industry will be forth- 
coming within the next year’. He 
believes that ‘the future of British 
industry depends on facing the facts 


about inflation now and not delaying’. 

Pilkingtons have always included a 
substantial addition to the normal 
depreciation charges to go some way 
towards meeting the cost of replace- 
ment, the addition being carefully 
calculated, based largely on external 
indices; they claimed to be one of the 
earliest private concerns to adopt this 
method, and continued to operate it 
when the company went public. So 
long as inflation lasts, and until 
governments accept that the value of 
money has changed and therefore 
more is needed for capital charges, 
Pilkingtons is likely always to show a 
higher percentage tax change on 
trading profits than might be expected 
on a straight corporation tax basis. 

In the 1971-72 accounts, 
Pilkington’s trading profit is stated 
after . depreciation of £8,968,000 
(against £8,139,000 last year) plus 
‘contribution to replacement and 
obsolescence of fixed assets’ £3,418,000 
(against £2,196,000). 


Protecting Privacy 
ROFESSIONAL standards for 


computer personnel, in the view of 
the British Computer Society, offered 
the best guarantee against the in- 
vasion of individual privacy. Com- 
menting on the Younger Report on 
privacy, the BCS last week recom- 
mended that such standards ‘should 
operate within a minimum legal 
framework establishing the rights of 
an individual regarding the informa- 
tion which others hold about him’. 

The BCS, it is stated, is far from 
complacent about the issue of privacy- 
and databanks. Two serious omissions 
from the Younger Report are (1) the 
‘networking’ of transaction-oriented : 
databanks, which could be a major 
source of invasion; and (ii) the 
activities of information speculators. 

The Society agrees with the Younger 
Committee that some of the principal 
causes of public anxiety were to be 
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found in the fields of national and 
local government computing, even 
though the storage of some personal 
information in these databanks was in 
the public interest. It is now under- 
taking a major survey of the extent to 
which personal files are being com- 
piled in the private sector, what 
correlation of information is taking 
place and how these files are managed. 


Police Probe V & G 


p inquiries are now pro- 
ceeding into the affairs of the 
former Vehicle and General Insurance 
Co, on the report of the inspectors 
appointed by the Department of 
- Trade and Industry (Messrs R. T. M. 
McPhail, M.B.E., C.A., and Michael 
Eastham, Q.C., The Accountant, March 
18th, 1971). The inspectors were 
appointed, in this case, under section 
165 (b) of the Companies Act 1948, 
which empowers the DTI to make 
such appointments where the circum- 
stances suggest that a company’s 


business is being conducted with 


intent to defraud creditors; or that 
persons concerned with its manage- 
ment have been guilty of fraud, mis- 
feasance or other misconduct; or that 
members of the company have not 
been given all the information which 
they might reasonably expect. 

A copy of the inspectors’ report, it 
` was confirmed in Parliament last week, 
is now in the hands of the Director of 
Public Prosecutions. The police in- 
quiries are expected to take ‘a con- 
siderable time’ and the report will not 
be published meanwhile. 


Working Party on 
Land Usage 


HE Country Landowners’ Associ- 

ation has set up a special working 
party of leading CLA members and 
outside specialists covering agri- 
cultural, academic and commercial 
interests, to examine the major ob- 
stacles that prevent farmers and 
landowners from making the best use 
. of their land. It will examine capital 
and credit, legal restraints, taxation 
and land prices. 

Chairman of the working party is 
Viscount Davidson, an executive 
"director of Strutt & Parker (Farms) 
Ltd, and Lerd Rayleighs Farms Inc. 
of Hatfield Peverel, Essex. Another of 
its members is Mr F. Clive de Paula, 
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C.B.E., T.D., F.C.A., F.C.M.A., J.DIP.M.A., 
managing director of the Agricultural 
Mortgage Corporation. 

Lord Davidson said that the work- 
ing party's task was to examine the 
whole structure of agriculture in the 
future. He added: 

‘I think this is a most timely move 
on the part of the CLA. Agriculture 
is facing many problems. Big insti- 
tutions are investing in land and we 
want to examine the implications. We 
are. about to face all the economic 
changes that Common Market mem- 
bership will bring. The cost of land 
has risen steeply. The field of inquiry 
is very wide and we will welcome 
evidence from all interested organiza- 
tions and individuals.’ 


CBI Extends Inflation 
Initiative 
TEE CBI Council decided last week 
to continue its policy of price 
restraint for a further and final period 
of three months. This continued uni- 
lateral restraint — conditional on the 
Government enabling industries in 
the public sector to match the action 
of the private members of the CBI — 
would restrict price increases to an 
average of 5 per cent over the range of 
a company's products. 

Industry, in the view of the CBI, 
had taken the lead in the fight to 
reduce inflation and had succeeded 
in breaking into the inflationary spiral ; 
there had been substantial reduction 
in the rate of price inflation over the 
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past year. CBI members had so far 
borne the brunt of the fight against 
inflation, despite the erosion of real 
profits and the low level of investment 
that resulted from this, and it was 
disappointing to note that there had 
been no comparable effort from the 
trade unions. 

The CBI Council is well aware of 
the difficulty which the extension will 
cause to many of its members, and of 
the increasingly damaging distortions 
which arise from price regulation by a 
fixed percentage figure; it would not 
have agreed to this extension had 
there not been some. expectation that 
others would be willing to play their 
part in restraining inflation. The 
burden of reducing inflation could not, 
and should not, be borne solely by 
manufacturing industry with the sup- 
port of the banks and leading retailers; 
help had to come from the trade union 
movement, the Government, local 
authorities, service industries not 
covered by the CBI scheme, and from 
wholesalers and retailers generally. 
Only if all sections of the community 
joined in fighting inflation would a 
higher rate of growth and a higher real 
standard of living be assured. 


Channel Islands 
Conference 
NITIAL support for the London 
and. District Society of Chartered 
Accountants’ residential course at the 
Mermaid Hotel, Jersey, from October 


. 12th to rsth (The Accountant, May 


18th) has been encouraging. Over 130 
firm reservations have so far been 
received, and a number of others have 
expressed interest. 

Under the general title of “The 
Changing World of the Accountant’, 
the conference will examine the signi- 
ficance of changes that are now taking 
place in the business life of the United 
Kingdom and of Europe, in those 
fields where accountants have most to 
contribute. The speakers will be 
Messrs Colin Powell, economic ad- 
viser to the States of Jersey; Graham 
Corbett, F.c.a.; I. H. Davison, B.SC. 
(ECON.), F.C.4.; A. R. K. Hardcastle, 
F.C.A.; Halmer Hudson, F.c.a.; J. M. 
M.A., F.C.A.; Cyril. Shaw, 
F.C.A., and Professor Edward Stamp, 
M.A., C.A. (CANADA). | 

Mr A. J. Hardcastle, F.C.A., is the 
conference chairman and, with such a 


July 27th, 1972 


distinguished group of speakers avail- 
able, the conference organizers are 
anxious that the attendance should be 
worthy of the occasion. Applications, 
accompanied by the fee of {60 for 
members and £38 for wives and other 
guests, should be addressed to LDS 
at 56 Goswell Road, London EC1M 
7AY. 


Scottish Institute's 
Educational Proposals 


AS department of pre-qualify- 
ing education is to be set up 
within The Institute of Chartered 
Accountants of Scotland, with a 
Director of Student Education and 
staff. The Scottish Institute already 
has an established department of post- 
qualifying education which has suc- 
cessfully run courses, seminars and 
conferences throughout the UK and 
overseas; the department of pre- 
qualifying education will have similar 
standing within the Institute and the 
two departments will work closely 
together in furtherance of the view 
that education, for student and for 
member, is a continuous process. 
Changes recently proposed in the 
academic education and background 


Pavement. 


The accommodation, held on lease from the London and 
Manchester Assurance Company, comprises seven main 


Firm’s Sumptuous New Offices. — Thomson McLintock 
& Co, whose offices at 33 King William Street, London 
EC4 were the subject of a compulsory purchase order in 
connection with the reconstruction of London Bridge, 
moved earlier this year into new premises at 70 Finsbury 





of the Scottish CA require maximum 
encouragement to be given to the 
recruitment of graduates from all 
academic disciplines, with the aim of 
achieving as soon as possible a 
majority of graduates among those 
recruited. Graduates in subjects other 
than accountancy will have to take at 
university a one-year postgraduate 
course in accountancy (and, if not 
already taken, in law and/or 
economics) and a subsequent ap- 
prenticeship of three years. 

A two-part examination will be 
introduced for all CA students in 
place of the present five-part examin- 
ation; and, with effect from 1973-74, 
all Institute classes in preparation for 
Institute examinations are to be put on 
a compulsory and day-release basis. 


American Accounting 
Foundation Trustees 
Appointed 

PPOINTMENTS to the founda- 


tion board of nine trustees of the 
new American Financial Accounting 
Foundation (The Accountant, April 
13th) were announced last week by the 
AICPA as ‘the first step in a major 
change in the way corporate financial 


floors, plus basement storage, garage, caretaker's flat and 
separate multilith department, amounting to over 37,000 
square feet in all. Illustrated are (/eft) the boardroom, and 
(right) the main reception area, both fitted — in common 
with the interior fitting and decoration throughout — to 


101. 


reporting standards are established'. 
As previously announced, the Founda- 
tion is to be responsible for adminis- 
tration of the new accounting standards | 
programme in the USA, including ` 
appointments to the full-time Ac- 
counting Standards Board of seven 
members, which will become the 
established authority for setting ac- 
counting principles under which 
corporations report to their share- 
holders and others. 

Chairman of the new board of 
trustees, Mr William H. Franklin, 
C.P.A., is one of its two financial 
executive members. A former Vice- 
President of the National Association 
of Accountants, his directorships in- 
clude Caterpillar Tractor Co (chair- 
man), Standard Oil Co of New Jersey, 
and the Federal Reserve Bank of 
Chicago. Mr Walter J. Oliphant, 
C.P.A., currently President of the 
AICPA, is an ex-officio member of 
the board. The other seven members 
are: 

Messrs J. C. Biegler, c.P.a., Ivan 
Bull, c.p.a., S. A. Derieux, c.P.A., and 
R. E. Kent, C.P.A., accountants in 
public practice. 

Mr Thomas Murphy, vice-chairman 
of General Motors Corporation and a 





the designs of Austin-Smith: Lord. Architects for the 


building were Fitzroy Robinson & Partners, and con- 
struction was by Wates Ltd. 


















. member of the Financial Executives 
Institute. ——— 

- Mr T. C. Pryor, chairman of the 
investment policy committee of White, 
= Weld & Co, and a former director of 
=> the Financial Analysts’ Federation; 
and Professor J. D. Edwards, C.P.A., 
Professor of Accounting at the Uni- 
versity of Georgia, and formerly Dean 
of the School of Business Administra- 
tion, University of Minnesota. 


The members of the board were 
-selected by the AICPA Board of 
` Directors from candidates nominated 
by the American Accounting Associ- 
ation, the Financial Analysts' Federa- 
tion, the Financial Executives Institute 
and the National Association of Ac- 
'countants, in addition to the AICPA 
itself. 








AICPA's New Chief 


HE new Executive Vice-President 

of the American Institute of Certi- 
fied Public Accountants, in succession 
to Mr Leonard M. Savoie (The 
Accountant, June 8th), has been 
named as Mr Wallace E. Olson, of 
Chicago. 

Announcing the appointment, Mr 
Walter J. Oliphant, President of the 
AICPA, said: “It is most gratifying 
to welcome as our new chief staff 
executive a man who not only has a 
rich technical background but has 
played a leading role in some of the 
most important innovations under- 
taken by the accounting profession in 
recent years.' 





Mr Olson has been with the ac- 
counting firm of Alexander Grant & ` 
Company for more than 25 years and ` 
since January 1967 has been its 
executive partner. For the past two 
years he has served as chairman of an 
Institute committee that reviewed 
and recast the CPAs' code of pro- 
fessional ethics. He was also a member 
of a study group that proposed new 
procedures for the establishment of 
accounting standards, which are now 
being adopted. | 

Mr Olson, as Executive Vice-Presi- 
dent, will be responsible for overall 
direction of the Institute's operations 
in New York and Washington, and 
as a leading spokesman for its 85,000 
members. 














: THIS IS MY LIFE 


Woman Trouble 


by An Industrious Accountant 


HIGH-PITCHED scream from the outer office was 

followed by a rush of footsteps and a clamour of voices. 
I made for the door fast. Was it a fire, a rat, rape or robbery: 
Outside, an ecstatic bevy of typists were pushing, clamour- 
ing and hugging, while a couple of accountants smirked 
superciliously from the corridor. 

Only one possible explanation, of course. My invaluable 
private secretary, smiling radiantly, cheeks red as her 
curls, was displaying a dazzling diamond on her third 
- finger. I said appropriate best wishes, ascertained the 
probable date of the big day, and listened resignedly to the 
hilarity for the next hour or so. 

Later Prinny dropped in. "That's solved our problem 
with Lily’, he grinned. ‘When the chairman retires she can 
replace your redhead; timing is as near as dammit; every- 
body'll be happy" 

Lily, be it explained, has been the chairman's PS for 
many years, and her future has caused us a lot of worry 
for some time past. She's large, gloomy, and pernickety 
and would win hands down any competition for 'the girl 
you'd least like to . . .' Besides, Um allergic to her. 

So I told Prinny firmly that Rose had been trained as 
stand-in to my IPS, whom she had understudied dili- 
. gently and efficiently. He said even more firmly that the 
Chairman had concurred in the arrangement just mentioned, 
o he'd arrange a preliminary chat with Lily right away. 


ust to get down to essentials, I asked who the new 





ver he was) would like to select, if not 





(whoe 









Lily; and Prinny became uncomfortably evasive while 
explaining that the said new chairman (no, he couldn't tell 
who because he didn't know himself, and even if he did 
he wouldn't) shouldn't be presented with a sitting incum- 
bent. Dash it all, he might want somebody quite different 
from Lily, more sophisticated and all that. We'd have to 
leave the post vacant for the moment. 

This confirmed my suspicion that Prinny had been plan- 
ning all along to shanghai poor old Lily at the first oppor- 
tunity. However, he brooked no refusal. I was the fall guy, 
mine to take the rap; my loss was the chairman's gain. 

Just before lunch my IPS, her eyes dancing con- 
spiratorially, peeped in to say that Lily was having hysterics 
in the cloakroom, stamping on the floor and shivering all 
over. She'd been demoted after twenty years, she was 
insulted, to be the secretary's PS was a fate worse than 
death, she could never live down the public disgrace, her 
Mum would be heartbroken! 

The next communiqué from the battlefront was more 
alarming. Violet from Dictaphones had given Lily a sip 
of brandy to bring her round, but it had over-reacted. She 
had exchanged hot words with Rose, herself furious at 
being passed over; both of them had exchanged nasty 
epithets with Prinny's PS when that glacial dignitary 
had rebuked them; a mirror had — somehow — been broken. 
The senior girls were concocting a 'first-in, last-out’ round- 
robin. Lily was in hysterics again. | 

'The chairman said with dignity that he had accepted 
the move merely as a suggestion subject to Lily's satis- 
faction; then left- hastily - to keep an appointment. 
Prinny approached the victim gingerly, and found that hell 
hath no fury like a woman scorned. He's been incom- 
municado since. Rose, half injured innocent, half indignant 
rebel, visited me. She left behind her a letter of resignation 
and a fragrance of Courvoisier. | 

My IPS, her day spoiled, said it was all her fault and 
wept into her typewriter. I can hardly ask her to return 
the ring and solve our problems, can I? T 








de impact of EDO is likely to be greater than that of earlier exposure drafts, in view not only of its potential applica- 

tion to a far larger number of companies, but also of its likely effect on figures which are within the control of the 
reporting companies’ boards of directors and which have a direct impact upon liability to taxation. It is hardly to be 
expected, in these circumstances, that the views expressed should be unanimous. 

The full text of ED6 was published in The Accountant for May 18th. On the following pages, we present the views 
of the chairman of an Accountant Annual Award-winning company; the chairman of the Corporate Information 
Committee of the Society of Investment Analysts; a partner in an international firm of Chartered accountants; and the 
Professor of Accounting in the University of London. E 





An Industrialist's View SE 


by PATRICK EDGE-PARTINGTON, F.C.A., Chairman, Crown House ltd — 


There is nothing to be said against prejudices. | believe in every man having a good stock 
of them, for otherwise we should be flimsy, ineffective creatures, and deadly dull at that... 


AS. e. e 





| John Buchan 


HE accountant who favours a theoretical approach to ` practice to make any addition for administrative, financial or 

the valuation of stocks and work in progress will find ` sales overheads, nor any element of profit. No credit is taken 
cause for satisfaction in ED6. It is a document written in. in respect of ex-contractual claims on contracts until the 
admirably clear terms for which much credit is due to its amount of such claims is agreed, and deductions are made for 
authors. But the accountant who favours an approach _ known and anticipated losses on contracts where appropriate. 
based on simplicity and practical experience, leaving as, o -. B UTEM | l ; 
much room D for his own personal judgement i — = ed methods. of valuation u disclosed by this quotation 
the particular circumstances of the business concerned, **'! ased on the following principles : 
will find the limits within which he can exercise his ` D ) Certainty of profit calculations. The inclusion of as few 
judgement narrowed somewhat in the interests of some ` estimates as possible in stock and work in progress 
degree of conformity. pour o X DEE EE minimizes the risk of material error in reported profits. 


The annual report of the group for which I am res- | (2) Simplicity. Factual statements of cost used for costing 
ponsible and whose activities include contracting (much purposes reconcile simply with financial statements. 
of it long-term), merchanting and manufacturing, contains. _ Such reconciliations are essential for sound management 
a statement of the accounting policy adopted in the control. The inclusion in stock valuations of complicated 
accounts. This includes the following: calculations of estimated portions of central services 
overheads, for example, may be desirable in theory, but 
in practice do not justify the time and expense involved 
and are often inaccurate in any event. 






‘Stocks and Work in Progress. Material stocks are valued 
at cost or net realizable value, whichever is the lower. Work 
in progress and manufactured stocks are valued at prime | 
cost of labour and materials plus, in the case of manu- (3) Prudence. In a high risk business (most long-term con- 
facturing businesses, factory overheads, and in the case of tracts are risky) the overstatement of work in progress 
contracting businesses, direct site expenses. It is not the can be extremely damaging. The idea that the danger of 
















^ overvaluation can be eliminated by careful scrutiny of net 

. realizable values is a fiction. The net realizable value of 

partly completed work in progress on a long-term con- 

tract is a wholly theoretical concept, as the hazards to be 

"^ "encountered in the later stages of the contract are fre- 
quently unknown. 


Although it is not specifically mentioned in ED6, it 1s 
0 be presumed that one of the reasons which has led to the 
statement is a desire shared by most people for a greater 
-degree of comparability between the accounts of similar 
businesses. (I will ignore the fact that the accounts of 
- different businesses are rarely comparable in any event 
because of varying size, mix or location.) But true com- 
` parability would only be effected by an absolutely rigid 
standard for stock and work in progress valuations which 
by some means or other could eliminate any element of 
, judgement. ED6 makes no attempt to eliminate the ele- 
` ment of judgement, and indeed goes out of its way to 
“stress its importance. 








| What is profit ? 


. It often surprises me how frequently one comes across 
- the belief that a statement of accounts is an accurate record 
- of stewardship, and that the profit revealed is a statement 
- of fact which should be incapable of dispute. Profit is 
“the sum of a collection of valuations at one date, deducted 
from the sum of a collection of valuations at another and 
adjusted for distributions to proprietors. 
Most of these valuations are a matter of opinion and 
.judgement to a greater or lesser degree. Accountants, 
"being conservative in approach by training and by ex- 
perience, tend in practice where doubt exists to value 
assets downwards. So far as the profit and loss account is 
concerned, it is difficult to take much exception to this if 
the principles adopted are applied consistently. So far as 
the balance sheet 1s concerned, a conservative view of the 
state of affairs will result. In the responsible matter of 
reporting on the state of affairs of a business at an arbitrary 
point in time where expert valuations are for the most part 
unavailable and where time does not permit of much 'after 
date’ examination of subsequent conversions to cash, this 
is desirable and prudent. 

The chief effect of ED6 seems to be to eliminate some 
of this conservatism and produce bolder — that is higher — 
valuations of stocks and work in progress than heretofore, 
by requiring a more theoretical and less practical approach 
to the subject. The accountant is to be denied his tradi- 
tional freedom to exercise his judgement in settling or 
advising on the valuation policy. The rules are to be 
stiffened up to reduce the element of judgement, and to 
obtain greater comparability (in theory) between accounts 
of different businesses, albeit that the resulting effect may 
not be in the interests of the particular business concerned. 
. However, all the new rules are to be subject to the over- 
. riding requirement of prudence. Whether this prudence 


. can be used to eliminate some of the elements of cost 
` proposed (or the profit element in valuing long-term work 


in progress), or is confined to reduction to net realizable 
, is not clear. — 






Long-term contracts 


ED6 says that ‘owing to the length of time taken to com- 
plete contracts lasting for more than one year, to defer 
taking profit into account until completion would result 
in the profit and loss account reflecting not so much a 
fair view of the activity of the company during the year, 
but rather the results relating to contracts which have, 
by the accident of time, been completed by the year end. ` 
In principle, therefore, it is appropriate to take credit for 
profit while contracts are in progress’. By what standard 1s 
it appropriate? Is it the result of a desire to make profit 
fluctuations less volatile? If so, should this be done at the 
expense of truth? Why not take profit in respect of con- 
tracts lasting less than a year? What exactly is the signi- 
ficance of one year? Presumably it is that if a business has 
only short-term contracts (thus defined) the profits will not 
for that reason be volatile and therefore will be acceptable. 

But is it right to alter a principle because the results of 
implementing that principle are unwelcome? Most building 
companies of any size have many contracts which last lessthan 
a year, and many that last more; so ED6 will have such com- 
panies value the work in progress by two different methods 
on a purely arbitrary division based on time. Elsewhere in 
ED6, the taking of profit in valuing stocks is condemned 
on the grounds that to take credit for profits before they 
are realized is wrong. Why does the principle change for 
long-term contracts? The answer can only be because of 
the desirability of evening out the profits at the expense, if 
necessary, of logic and truth. 


Smoothing the profits 


I remember when I was an articled clerk, years ago, I 
was sent on audit to a fruit and vegetable broker in Covent 
Garden. These people received produce from growers and 
sold it to the highest bidder in the market. They then 
accounted for their transactions to the grower on a bill of 
sale and deducted 10 per cent by way of commission from 
the total; a simple method of operation in theory. But on 
some days the market was poor, and bad prices were 
obtained; the broker, anxious not to lose the grower's 
business, would sometimes report to the grower higher 
prices than he had actually obtained. This involved him in 
loss, so on other more buoyant days he would report 
lower prices than he had obtained, and it was hoped that 
over a period the profits and losses would even out and the 
grower would remain content throughout. This nefarious 
practice was known in the trade as ‘smoothing’. 

Can it really be right to indulge in practices in accounts 
whose principal object is to smooth out the profit record? 
What is the £rue position? Unless the contract is capable of 
being broken down into constituent parts (in which case 
different considerations may apply), no ownership in the 
goods or services can pass until the contract is completed. 
A contract to build a house is precisely that; a half-built 
house is no use to anyone. 'The idea that the profit on that 
house accrues from day to day during the period of con- 
struction is a theoretical concept which has no basis in 
fact or law. The buyer wants the house as specified, 
delivered complete on the agreed date; it is no argument, 
if the house is never completed, for the builder to say, 









"Well, I built you half a house so you must pay me half 
the profit I would have made if I had completed it.’ The 
profit arises on delivery and the accounts should reflect 
that fact; the temptation to smooth the profit record to 
please the proprietors should be resisted. If it is desirable 
to maintain an even flow of dividends to the shareholders, 
this can be achieved by other means, such as a dividend 
equalization account. Artificial manipulation of the profits 
to achieve this end is wholly wrong. 


What yardstick ? 


‘To my mind, the argument taken thus far should put an 
end to further discussion. But if, nevertheless, the idea 
that a profit accrues evenly according to some suitable 
yardstick over the life of a contract is to be pursued, prac- 
tical difficulties arise. 

Let us suppose that a building company with a December 
31st accounting date began a two-year contract to build a 
factory on October 1st, 1970, and the factory was duly 
completed on September 3oth, 1972. The profit made 
overall was {24,000 and the same team of men worked on 
the site throughout the period. ‘Time is therefore a reason- 
able yardstick for smoothing the profit. 

In December 1970, prudence suggests that no profit 
is taken because the contract is at too early a stage. In 1971, 
the contract has gone well and it seems likely that £24,000 
will be made overall. The proportion of profit applicable 


to 15 months’ worked is £15,000, but we must still be 


prudent, so we will take two-thirds of this ~ that is £10,000. 
(We could just as well take one-half or five-eighths; ED6 
leaves this sort of consideration entirely to personal 
judgement.) In 1972, the contract has duly been completed 
and so {24,000 profit is taken, less {10,000 already taken, 
that is £14,000. The accounting history is therefore: 


1970 Period worked 3 months Profit Nil 

1971 A „ 12 months £10,000 

1972 oe - 9 months £14,000 
24 months £24,000 


ez AR ARO TRA Are 
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What logic 1s there in apportioning profit in this way? 

A second example: assume the same facts as previously, 
but although the contract made £24,000 profit, it was 
originally tendered for on the basis that it would make 
£75,000. 

1970 — prudence requires that no profit is taken; 

1971 — all appears to be going well; 15/24ths of £75,000 
is £46,875 but prudence requires that only two-thirds is 
taken, that is £31,250; 

1972 — a strike occurs and the building is delayed a 
month, resulting in extra costs and penalties amounting 
to £51,000, and the overall profit is £24,000. But £31,250 
profit has already been taken, so the loss in 1971 is £7,250. 
The accounting history is therefore: 


= 





1970 Period worked 3 months Profit Nil 

1971 " » 12 months £31,250 

1972 Se » IoOmonths Los ( se 
25 months Profe 4240906 424,000 


What orici is there in that? 





Had profits not been spread, the accounting history — 
would have been in both cases: ` D 


1970 Period worked 3 months Nil 
1971 " » 12 months Nil 
1972 e » _ 9(ro) months £24,000 


Given the disclosed basis that profits are only taken on | 
completion, which reflects the true facts, this is entirely 
logical. It also has the great advantage of certainty and 
reliability, in that no element of the profit is the result of 
guesswork or estimation. It even has one further advantage, 
so important to management, that of simplicity. 

These simple illustrations serve to underline two import- 
ant weaknesses if spreading of profits is adopted : 


(1) Because of the need to be prudent, profits cannot be 
spread in annual accounts in a meaningful or logical 
way. 


(ii) In the event of unanticipated costs arising in later 

accounting periods, the actual profit history can be 

at least as volatile and possibly more so than by not 
spreading profits at all. 


Auditing problems 


The element of certainty as an argument against spreading 
profits should not be under-emphasized. Where contracts 


-are of considerable duration; it is not difficult to reach the 


stage where a very high proportion of the reported profit 
for any year represents the management's estimate of the 
profit attributable to work in progress. This high propor- 
tion will reflect the optimism or pessimism of those who 
settle the accounts. It is hard to accept that the same degree _ 
of optimism or pessimism will apply in good as in bad 
years, or will be comparable between different businesses. 

Auditors can therefore be expected to be unhappy. 
They are not usually in a good position to check the man- 


agement’s estimate of profit in work in progress included. 


in accounts, and the possibility of fraud is increased. They 
will need to exercise greater care to ensure that there is 
no overstatement of assets giving rise to imprudent dis- 
tributions or the provision of overgenerous finance by 
misled bankers. 

The estimated element of any reported profit has to be 
disclosed under ED6 in a note, which itself gives rise to a 
difficulty. The figure to be disclosed is the amount of 
profit or loss arising from long-term contracts indicating 
any material profits or losses on contracts treated as com- 
pleted in prior years. Surely, then, these will be gross 
profits — that is, profits representing sales less the elements 
of cost included in the work in progress valuation but 
before deducting unrelated overheads. What comparison 
will these bear to turnover on the one hand and net profit 
before tax on the other, these being the elements of the 
profit and loss account required to be revealed in pub- 
lished accounts? 

As regards taxation, if ED6 is approved without altera- 
tion it is doubtful whether the rule whereby the basis of > 
valuing stocks and work in progress for tax purposes can ` 
(within reasonable limits) be settled by the management, _ 


will be allowed to continue. This presumably would not be . E 


acceptable after publication of an authoritarian statement. ` 








Tax will iherefore be paid on unrealized profit estimates in 
x vork in progress, requiring higher working capital to 

nance the business. Where estimates prove to be over- 
- stated in the event, this could be very damaging. Dividends 
` too will become capable of being paid out of unrealized 
profits with similar consequences, and it is not difficult to 
- think of circumstances where this could be done fraudulently. 
^ In the construction industry where long-term contracts 
are commonly found, the overall pre-tax profit ratio to 
- sales is frequently 3 per cent or less. It is a hazardous area 






An Investment Analyst's View 


by R. S. ALLEN, a director of J. &. A. Scrimgeour Ltd and chairman 
-of the Corporate Information Committee of the Society of Investment Analysts. 


THE position. of the investment analyst in relation to 
stock and work in progress is in many ways different 
from that which he has been able to adopt in the case of 
earlier subjects of exposure drafts. It has, for instance, 
been common practice for analysts to do their own con- 
solidation of assets and profits of the relevant proportions 
of associated companies, and they are well capable of 


comprehending. both. the advantages and. also: the: reser--- 


- vations of following the lines of the exposure draft. Indeed, 
in many ways their approach is much more sophisticated 
than that of the average member of the accountancy pro- 
fession who still tends to think of earnings as only being 
attributable if they are capable of being distributed as 
dividends. 

In many other cases, the analyst who is accustomed to 
looking at and comparing completed sets of accounts 1s 

quite capable of taking an intelligent view both of their 
-construction and of their interpretation. In some cases, 
indeed, he is more experienced than the professional 
` accountant and he is almost certain to have wider horizons 
. than the accountant in the company at whose accounts he 
- 1s looking. 
<- By contrast, his depth of knowledge is necessarily shal- 
- lower and he will not normally have any access to the 
underlying figures from which the report and accounts 
` are being built up. The exposure draft on stocks and work 
in progress is clearly of the greatest importance because ~ 
: as analysts know only too well — many of the worst dis- 
appointments for the investor have arisen as a result of 
deficiencies of accounting practice arising from either 
deception or negligence in this area. On the other hand 
the analyst is not likely to be able to offer a constructive 
icism on the technicalities of what is clearly a closely- 
asoned paper. 















of Geen where the unexpected can e eliminate. the E 
profit on a contract completely. The sanctioning of a ` 
policy forcing accountants to include profits on long-term ` 
contracts will tend to cause the overstatement of net worth, E 
with consequential insolvencies in serious cases. i 
The requirements of ED6 in relation to accounting fa 
long-term contracts would seem to be potentially dangerous. . 
The only safe way to ensure that credit is not taken for 
profits which will never be realized is to refrain from taking ` 
credit for them until they are. 





Before mentioning the specific suggestions which have so 
far been raised by members of the Society of Investment 
Analysts, it might well be worth while applying a prag- 
matic test to the exposure draft. Put in its crudest form, 
this could be expressed in two parts — the first whether 
industry will, in fact, accept the extra load compliance 
which it will require, and the second, whether it will serve 
its purpose. 

So far, and it must be admitted that we have not got 
very far down the road of exposure drafts, there has been 
general acceptance of the requirements of previous exposure 
drafts, with the notable exception of that on mergers and 
acquisitions. This acceptance has, however, been accom- 
panied by a great deal of criticism and heart-searching, ` 
although one would estimate the amount of work con- ` 
cerned — as opposed to the principle — has not been very - 
demanding. There is no doubt that the present exposure 
draft falls into quite a different category. Quite apart 
from the fact that present practices will have to be 
abandoned and new systems installed, it seems that the 
actual amount of work involved is bound to be substantially- 
increased. 


Helping the investor 


The other practical problem is whether full implemen- 
tation of all the recommendations in the proposed standard 
of accounting practice will significantly improve the lot 
of the investor by reducing the incidence of failures or 
unexpected profit movements. It would be invidious to 
specify examples from past practices in which accounting 
weakness has brought this type of result, but they will be 
familiar to every practitioner. It would be a useful exercise 
to go back over individual cases and consider the ad- ` 









vantage to the outsider and in particular to the investor 
and the creditor which the adoption of the proposed 
accounting practice might bring. 

It might be as well to distinguish between the two main 
areas dealt with by the exposure draft, that is to say stock 
and long-term contracts. Dealing first with stock, the very 
discipline of obeying the requirements of the practice is 
Hkely to improve the general standard. From the analyst's 
point of view, the two goals which he is always aiming for 


are comparability between one company and another, and 


comparability between one year and another of the accounts 
of the same company. There seems to be good reason to 
expect at least some improvement in the prospect of 
achieving both these ends if the practice is adopted. It is 


declare their accounting principles, and who as such must 
be regarded as being in the vanguard of disclosure, saying 


that, although the principles which they adopt for cal- 


culating cost of stocks are exactly comparable with those 
used in the previous year, they are not standardized within 
the subsidiaries of the group. 

The position on long-term contracts can be compared 
with that of the Industrial Relations Act. Those who have 
to implement the recommendations believe them to be too 
demanding and drafted by people remote from the prac- 
ticalities of life, whereas those who look from the outside 
consider that they are not demanding enough and allow too 
much leeway for the backslider. In the course of a definitive 
statement of the principles of long-term contracts, the 
exposure draft suddenly includes a quite understandable 
phrase about reasonably foreseeing the outcome of a 
contract, and exercising judgement with prudence; this 
seems to be a parallel with the position of shop stewards 
who apparently are not within the control of the trade 
unions. So it would seem that profits are not within the 
comprehension of the investor, however much they may 
be assessed in normal management accounts. 

Perhaps more important is the converse case where loss 
cannot be quantified until the outcome of the contract can 
reasonably be foreseen. Some of the most unsaveury 
features of inflationary times have risen on long-term 
contracts, where losses are built up on long-term contracts 
over a period of years because the outcome of these con- 
tracts had not been discounted in the intervening years. 


Practical suggestions 


Turning to the practical suggestions which have been made 
so far, these are only two in number and relate to long-term 
contracts and to stock valuation. One of the great weak- 
nesses, from the analyst’s point of view, of the present 
accounting system where it relates to long-term contracts 
is that, although turnover figures now have to be dis- 
closed, they do not normally relate to the profit which is 
disclosed in conjunction with them. It is possible to en- 
visage a position where the whole profit of a company 
relates to contracts of which only a very small part con- 
tributed to the turnover figure declared for that particular 
year. | 

This is, therefore, one of those cases where disclosure, 
far from enlightening the investor, tends in fact to deceive 
him. If it is to be the case that profit declared is going to be 
more strictly related to the year in which it was earned, it 


would also be helpful if turnover could be related to the © 
profit earned upon it. Moreover, many of the sudden ` 
collapses which have occurred have risen from the abrupt 
realization that work in progress thought to be profitable, 
is in fact, loss-making. _ 

It is not at present normal practice to show the average - 
lengths of contracts outstanding. Two improvements could ` 
be made, the first to relate turnover to profit, if necessary - 
by showing a separate figure from that applicable to the ` 
year of the accounts; and the second, to give an average 
length of outstanding contracts. Here again, the major 
question raised by the exposure draft is whether the prac- 
tice suggested will produce a significant improvement in 


the protection for the investor and creditor. 
certainly distressing at present to find companies who ` 


In 1970, as a result of some years of work, the Corporate 
Information Committee of the European Federation of ` 


Financial Analysts’ Societies produced a book which ` 


included recommendations for the composition of reports 
and accounts together with explanatory notes and reports 
on current practice in the individual countries in which the 
members belonged. It was no surprise that, on the whole, 
United Kingdom practice was well ahead of that of Europe 
in general. It was, therefore, the more interesting that 
many of the recommendations made required a standard 
of practice well beyond that at present mandatory in the 
United Kingdom. 


Three categories 


One of their recommendations was that stock should be 
subdivided into balance sheets into three separate headings 
- raw material, semi-finished products, and finished 
products. ‘The reason for this recommendation is relatively 
clear, in so far as the movement between the three cate- 
gories from year to year can be very indicative of the state 
of the stock. The exposure draft itself does in fact break 
down stock into more detail but, having done so, makes no 
further reference to the classification which has been - 
previously outlined. 

A point of principle may well arise here on the suggested 
method of arriving at cost price. It is by no means difficult 
to envisage circumstances in which raw materials have a ` 
higher value than semi-finished products, whereas the 
latter will be shown at a higher cost. Theoretically, pro- ` 
tection is given by the choice of ‘net realizable value’ 
which in these circumstances would be lower than cost; ` 
in practice, however, net realizable value of a semi-finished ` 
product — particularly one which forms part of an extended ` 
manufacturing process — is almost certain to be an estimated ` 
figure and the estimate is itself bound to reflect expectation 
rather than actual test of true realizable value. 

To sum up, the analyst is probably not the best judge 
of the efficacy of the proposed new practices. It seems 
certain that the disciplines suggested will improve his 
lot by making comparisons from year to year in the same 
company and between different companies more mean- 
ingful. 

It is disappointing that the recommendation on profits 
of long-term contracts is not more forceful; it would be 
helpful if declared profit in these cases was more closely 
linked to turnover. In the case of stock, a better definition 
of its status would be a useful added discipline. 










by P. J. RUTTEMAN, B.Sc.(Econ.), A.C.A., a partner in 


Arthur Young McClelland Moores & Co 


HE proposed accounting standard ED6 is really two 
standards made into one — the first is concerned with the 
general question of accounting for stock and the second, 
and more difficult, with accounting for long-term contracts. 
. It may be thought that the first part is uncontroversial. 
Who, after all, would argue with the conclusion that stock 
should be stated at the lower of cost and net realizable 
value; or with the requirement to disclose the methods 
used to calculate costs, if material for an understanding of 
the accounts? The argument that the comparison of cost 
with net realizable value should be made on the basis of 
separate items of stock rather than on an overall basis is 
also entirely logical. 

The problems begin, however, when it comes to requir- 
ing that cost should include all production overheads as 
well as direct expenditure, particularly when one considers 
that many companies currently exclude overheads from 
their stock valuation. Similarly, companies which currently 
write stock down to replacement cost — if this is lower than 
net realizable value — or which use ‘base stock’ valuation 
methods may not agree that these methods should be ruled 
out by the new standard, however well argued the reasons 
set out in the standard may be. It may be worth considering, 
from the viewpoint of these companies, whether the ac- 
counting policies they have adopted in the past have more 
merit than the proposed standard allows credit for, and 
whether it is reasonable that these companies should be 
asked to change their accounting policies to those pre- 
scribed by the standard. 


Direct or marginal costing 


The new standard will require companies to include in 
their stock valuation all costs incurred in bringing the 
product to its present location and condition. These costs 
will include all production overheads, even though they 
may accrue on a time basis; they will, therefore, include 
depreciation. Whilst this is generally appropriate a large 
number of companies adopt a more cautious or ‘prudent’ 
approach by including only direct costs of manufacture. 
Consider, for example, a hypothetical company making 
consumer electrical products on a relatively highly auto- 
mated production line, where management is worried 
about changes in consumer tastes and about the rate of 
technological development. The cost of the finished 
product comprises a large amount of overhead expenditure 
+ (mainly depreciation of manufacturing equipment), some 
. labour cost and a relatively small element of raw material 
-~ cost. If demand is slack, the level of stock may well increase 
. substantially because itis expensive to stop the production 
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lines. At the year-end stock levels will, therefore, be high ` 
and the valuation of stock will be made on a lower of cost — 
and net realizable value basis. TAS os 
Now, whilst cost can be determined, net realizable . 
value depends on the view taken on the saleability of the — 
product. If competitors introduce new models shortly ` 
after the year-end, perhaps to stimulate consumer demand, ` 
the existing stocks may be worth little more than their ` 
marginal cost; if they do not, then the stocks are properly 
valued at full cost. Taking a very ‘prudent’ (cautious) 
approach, the company's management chooses to value 
finished goods at marginal cost, expensing all overheads in 
the year of manufacture. After all, it may be argued, it is 
very difficult to estimate the net realizable value of the 
completed goods and the rate of change within the industry 
Is so rapid that it would be a brave man who will tell you 
that the full cost (inclusive of overheads) will be realized 
in respect of those goods in stock at the year-end. 


Base stock 


However, he would be somewhat rash if he said that the 
realized value will be lower than the marginal cost. Is such 
a company to be criticized for taking a ‘prudent’ approach 
to the uncertainties by valuing all stocks on a marginal 
cost basis? 

In a number of industries the cost and availability of raw 
materials fluctuates quite considerably over a short period 
of time whilst the finished product enjoys a relatively stable . 
price. Coffee, cocoa, sugar, copper and precious metals. ` 
fall in this category. Certain minimum quantities of stock — 
are always on hand, but the costs of production are best ` 
measured in terms of current prices. If average costor FIFO ` 
is used, the cost of production does not fully reflect current | 
prices. | on 

It is an irony of such valuation methods that, if raw ` 
material supplies become scarce, a company may have a ` 
difficult year but still report bumper profits precisely ` 
because the current purchase price of materials is virtually . 
ignored in the cost of sales calculation — assuming the ` 
company had reasonable base stocks in hand at the begin- - 
ning of the period. 


Base or safety stocks 


Another example may serve to illustrate the point. A 
hypothetical company which imports its raw materials 
from Ruritania finds that supplies have been temporaril 
interrupted as a result of the internal troubles of tha 
country and has, therefore, had to use some of its exis 
base or safety stocks. Meanwhile it has obtained: li 










supplies of raw materials from other sources at the very 
high prices ruling during the crisis period. Fortunately it 
has also been able to increase selling prices a little, although 
not by as much as raw material prices have gone up. At the 
year-end the profit and loss account will show a healthy 
position because the company operates a FIFO costing 
system and the effect of the higher price of raw materials 
will not yet be reflected in the cost of sales. The higher 
selling price will, on the other hand, be reflected in the sales 
turnover so that gross margins will seem to be much 
improved. 


High stock figure 

Similarly the balance sheet will include a high figure for 
stock, reflecting the high cost of purchases made during the 
crisis period, and this high stock figure would only be 
written down if net realizable value were to fall below 
cost ~ because it is no longer acceptable under the pro- 
posed standard to write it down to the replacement price 
ruling now that the Ruritanian troubles are over and supply 
lines re-established. The net realizable value would itself 
be difficult to estimate under the new conditions prevailing 
because the selling price would be expected to be reduced 
in time ~ but how soon? 

The favourable results shown by the profit and loss 
account are not wholly operating profits in the true sense; 
they are at least partly the outcome of holding large base or 
‘safety’ stocks in the past. Conversely, next year’s profits 
are likely to be correspondingly worse even though the 
company’s trading position may have improved. Does it 
not result in a truer and fairer view of the profit of the year 
if such base stocks are shown at base prices? 

Perhaps I should now confess that in these examples I 
have been arguing the position of the devil’s advocate. 
There are, of course, good reasons why individual com- 


panies have adopted these particular accounting policies - 
in the past. It may be argued that the examples chosen are ` 


exceptional, but the marginal cost example could apply to a 


number of industries and the base stock example would 
apply to many companies which obtain materials within the ` 


United Kingdom if they hold safety stocks to safeguard 


their production against industrial action, or fire, or any ofa 


number of adverse conditions that may affect their primary 


suppliers. There may be other acceptable accounting bases, 


such as market value for holders of gold and silver because 


these metals are virtually a form of currency. However, - 


once used these bases become precedents to be used in other 
situations where they may not be so appropriate. A re- 
duction in the number of alternative acceptable methods is 
to be welcomed. 


Audit problems 

From the auditor’s viewpoint, there are still a number of 
problems that will arise in the application of the standard in 
practice. 

The question of what is a ‘normal’ level of activity arises 
in companies where overheads form a large proportion of 
stock costs, and the question only becomes a problem when 
activity is low. Because these companies are generally in 
process industries where it is normal to continue production 
for stock despite a shortage of orders, stock levels are likely 
to be high at the year-end in a period of recession. Examples 


might be refineries or steel mills. Such plants are built wit] 
a maximum capacity, an optimum capacity (usually some- 
what lower than maximum) and a minimum capacity 
below which it pays to close the plant down. E 

In the period of growth, the plant may be working at full. 
capacity and a decision may be taken to extend the plant. 
It is not unheard-of for such plant to come on stream 
towards the end of the boom period of the trade cycle and. 
to have completed its build-up period by the start of the 
recession. Historical records might show 100 per cent 
capacity as the ‘normal’ level of activity (because the second 
plant was not yet on stream). Design capacity may be 85 per ` 
cent, the intention being that normal ‘efficient’ production — 
would be at this level in both plants. Planned production . 
in the first year of operation of the new plant might be 75... 
per cent (because the second plant was designed to meet — 
expected demand some years hence but at this level of ` 
activity both plants would be operating profitably). Actual — 
production may be at the 70 per cent level because of the 
fall-off in demand. 

What would the ‘normal’ level of activity be in this case — 
100 per cent, 85 per cent or 75 per cent? It would be 
tempting to say automatically 85 per cent; but if the ` 
company's management used the 75 per cent figure, in .- 
accordance with their budgets, would they be wrong? | 





Unforeseen outcome e 
Clearly, the most controversial aspect of the proposed ` 
standard concerns accounting for long-term cortracts. In 
theory, the conclusions of the standard must be right — that: — 
it would distort annual accounts to include profits on long- ` 
term contracts only at the time of completion. Yet, whilst: E 
the standard calls for profit to be recognized on long-term ` 


contracts on a “work done’ basis, there are so many appeals 


to caution and prudence that many companies which used 


to account for profit only when the contract had been 


completed may still find themselves doing so in the future. 
< After all, the standard says that ‘Until the outcome of the- 


contract can reasonably be foreseen, attributable profit 


should be taken as nil' (paragraph 23). In many long-term 


contracts there are negotiations regarding payment for 
work carried out beyond that originally specified; there are 


often penalty clauses which may or may not be invoked; 


since these contracts usually involve outdoor work there — 
are uncertainties of weather conditions to take account of; ` 


and if they are fixed price contracts there may be questions _ 


of labour cost inflation to consider too. If a company in ^. 


these circumstances claims that the outcome of a contract 
cannot reasonably be foreseen, are the auditors really ina 
position to disagree? E 
If the auditor is in a difficult position when a company 
chooses to be over-cautious about the recognition of profit 
as the work is done, how much more difficult is his position 
when a company is optimistic about the outcome of long- 
term contracts! In recent years we have seen a number of 
qualified reports on shipbuilding companies’ accounts, - 
as well as on the accounts of companies in other heavy 
engineering industries. These qualifications generally 
refer to the fact that it is not possible to forecast with reason- 
able accuracy the outcome of certain long-term contracts. 
Some companies have in the past not provided for fore- 
seen losses on long-term contracts on the grounds that the 






foreseen profité; o on i other contracts will more than com- 
pensate for such losses; that approach is not acceptable 
the new standard and was probably not generally 
; eptable in the past either. No company is happy to 
report losses and certainly not when those losses are 
merely estimates of losses to be incurred in the future on 
contracts which may not even have been commenced. 
However, a company’s management is in a better position 
to estimate the likely outcome of a long-term contract than 
the auditors. 


Management pressures 


Bearing in mind the pressures on management not to 
take too pessimistic a view of future losses on a contract (a 
contract which the management negotiated and which, if it 
proved unprofitable, may not reflect favourably on the 
management) there remains the danger that future losses 
might be underestimated. In some cases if too pessimistic a 
view were taken by making provision for losses it might well 
prejudice negotiations for recovery of excess costs. If the 
auditors are worried about possible understatement of 
future losses they will qualify their report on the grounds of 
the uncertainty of the outcome of long-term contracts. 
"To summarize, therefore, those companies which follow 
the standard but have some questionable contracts stand 
to receive a qualified report. Those which take a more 
conservative approach to the recognition of profits on long- 
term contracts by accounting for profit only when the 
contract has been completed may receive unqualified audit 
reports without really following the spirit of the standard. 


An Academic View 


by W. T. BAXTER, Professor of Accounting, University of London 


Accounting standards raise two kinds of problem. First, can any standards on 
the particular subject really bring us the benefits that are claimed for 


them ? Second, is a given standard the best one for the job ? 


'HE accounting profession is prescribing standards 
because of several recent cases — mostly linked with 
. take-overs — in which different accounting procedures were 
.seen to produce very different profit figures. The dis- 
- crepancies caused public outcry both in Britain and in the 
USA, and many unkind things were said about accounting 
~~ both by the public, who could not be expected to know 
any better, and by financial journalists and academic 
accountants, who could. Impelled by guilt feelings, SR 
profession has embarked on a search for standards, 1 

- the hope that these will henceforth lead to closer ne 
: ment when different accountants measure the same results. 
~~ The reasoning behind the outcry is plain enough. If two 
experts measure the length of a road, the area of a house 
^or the speed of an aeroplane, and come up with widely 
flering answers — ‘then, we feel sure, one or both of them 




























Auditors have always had the. problem. "of 
the adequacy of provisions against losses on long: 
contracts, but in the general case where companies exp 
to make profits on long-term contracts, it has only recenth 
become common for auditors to have to verify the profit 
taken on partly completed contracts. In so doing an auditor 
is taking on a heavy responsibility, one which involve: 
very careful consideration of the assumptions underlying 
the estimates of profit to completion in order to determine. 
the proportion of profit properly taken in the current year. 


'The work involved in this is really no different from that 
involved in preparing a profit forecast but, whereas in a 
take-over document an auditor reporting on a profit 
forecast assumes responsibility for the calculations used in 
that forecast and states that the directors are solely 
responsible for the underlying assumptions (which are |. 
spelt out), it would seem that in reporting on profit on. 
partly completed contracts the auditor takes responsibility 
along with the directors for the underlying assumptions 
also ~ and these are not spelt out. 

The standard is, therefore, generally welcome and, 
although it will cause a number of companies to change 
their valuation methods with some reluctance, the ad- 
vantages far outweigh the difficulties. As far as long-term 
contracts are concerned the aims of the standard are good, 
but whether in practice they will be achieved is another 
matter. Clearly then there will be problems but it 1s too 
much to expect of any standard (and this is one of the best 
exposure drafts released so far) to believe that it can be 
introduced without any problems at all. 











must be slack or dishonest. But those experts are dealing 
with physical things. Thoughtful people are less surprised .. 
if there is discrepancy in the appraisal of non- -physical =` 
things — for instance, in the number of stars awarded by 
different critics to the year’s best films, or the points given. 
by different judges to competitors in figure skating or a 
beauty contest. And value (which is what income depends 
on) is emphatically not physical, but a matter of personal 
feeling. With many kinds of value measurement, the dis- < 
agreement must in the nature of things be as wide as that ` 
over the charms of Miss World; unanimity is the sign e 
feeble judgements. x 
Sooner or later we shall have to admit this fact, a 
accept that accounts are bound to remain controversi 
We can never evade ill-informed attack. In the end. 
must stand up to our critics, and tell them that meas 
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income 1s not the same thing as measuring the length of a 
bit of string. The task of explanation will not be easy; 
some of our noisier critics will probably never see the 
point. In the meantime, perhaps we should be giving 
rather less thought to the promulgation of standards, and 
rather more to the education of the public. 


Choice of concepts 


To some extent, the above line of argument is weakened 
by the fact that measurements of value involve two separ- 
able stages: 

(a) Choice of a basic concept, e.g. whether to use historical 

^A Cost or a current value. The range of defensible income 

figures is in fact even wider than is suggested above; 

an accountant can say with perfect propriety that a 

firm's income is either £x, or fy, or many another figure, 
according to the concept selected. 

. (B) Judgement of size, e.g. if accountants all agree to use net 

realizable value in some circumstances, they still face the 

. problem of predicting that value for a given bit of stock. 


The use of standards, their advocates say, will at least 
narrow the range of measurement by limiting freedom under 
(a). This 1s true enough, and most of us would agree that 
readers of accounts should be told which concept has been 
used. A statement of standards would be welcome if it 
confined itself to the careful naming of the chief concepts, 
and insistence on disclosure of the chosen one. Further, 
there may be not much objection to thé publication of both 
a ‘standard’ figure and one that the given company deems 
better. Indeed, there are grounds for holding that the 
publication of several alternative profits (i.e. the results 
by several of the main concepts) is useful and should 
become normal — though multiple figures would no doubt 
incite rather than allay ignorant criticism. 

However, even if the standardizers triumph. with (a), 
they will still be plagued by (b). Two competent men, with 
identical briefing. on concept, may form quite different 
| estimates of an asset's value; indeed, the same man might 

well reach different answers on different days. The most 
obvious examples involve forecasts of the future (e.g. 
the profit on long-term contracts); but there is also scope 
for disagreement where past costs are split in an arbitrary 
way (e.g. in costing by-products, or apportioning the 
general manager's salary in a small firm between selling, 
production and other functions). Unless the standards 
are quite artificiali they cannot here léad inevitably 
to a single value, even if the men who do the valuing are 
entirely competent; honest, and free from pressure. 

. With less ideal conditions, the range of possible figures 
will stretch considerably; and some of the more notorious 
scandals of recent years seem (if one reads between the 
lines) to have been due more to faults of character than to 
lack of standards. 

So this standard is most unlikely to result in. uniform 
estimates of profit. | 


Historical cost standards and logic 

"he exposure draft (ED6) on stock and work in progress 
sets out the proposed standards, and also the reasoning 
that led the committee to think that these were the best 
ones. Not surprisingly, the steering committee has opted 
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for traditional methods; its proposals are merely variants 
on the theme of historical cost. For practical reasons, one 
could -hardly. have expected it to produce anything 
revolutionary. 

But this loyalty to historical cost has unfortunate results. 
It will for instance hinder accountants from switching to 
current value concepts — as the tempo of today’s inflation 
makes more likely; the steering committee itself is said to 
be concerned to develop inflation accounting. Surely the 
door should be left wider open for such change? 

The historical approach is unfortunate from another 
standpoint. One can analyse valuation problems logically 
by considering current conditions and expectations (even 
though one cannot always know the exact magnitudes 
to slot into the reasoning); but the past is largely irrelevant 
to economic measures, which depend on what is happening 
at the moment of measurement or Is expected to happen 
thereafter. 

Historical data are therefore weak in the qualities that 
make for the sensible solution of value problems. Historical 
cost seems to lack the inherent logic that would enable us 
for instance to choose sensibly between methods of pricing- 


out stores or charging depreciation. When we cling to the 


historical concept, we can settle arguments only on petty 
grounds of e.g. clerical convenience, or by finding a 
solution. from current values and then asking which 
historical method is least far from this ideal. Probably the 
Jatter form of reasoning was at the back of the committee 
members' minds: if so, it should have been made explicit. 

There are two easy ways of detecting weakness in any 
statement on accounting theory — or so I suspect in jaun- 
diced moments. One is the use of words such as “appro- 
priate’, ‘fair’ and ‘reasonably’, with which this draft is 
richly sprinkled; such words hint at a shirking of careful 
thought, since the essence of the problem is to find what 
IS “appropriate”. 

The other is reliance on the concept of ‘matching of costs 
with related revenues’, It is hard to suggest what this tired - 
phrase means, save in terms of book-keeping mechanics. 
Income is presumably ap economic reality, and arises 
regardless of whether and how a clerk matches figures in a 
book "An adequate theory should encompass tnter alia the 
profit or loss on a venture by the king of the Cannibal 
Islands, who keeps no accounts at all, yet must sacrifice 
stores and wear down canoes in the quest for benefits. 


Overheads and stock values 


. The committee endorses what used to be called the ‘lower 


of cost or market’ rule, but adds two glosses to the trad- 
itional wording. One is that overhead should be included 
in the ‘cost’ of-a firm’s own manufactures. The other is 
that replacement cost should no longer be regarded as a 
permissible ‘market’ value; i.e. the rule should become 
‘stocks and work in progress need to be stated at cost, or, 
if lower, at net realizable value’. 

Let us consider first the inclusion of overheads. This 
proposal is likely to rouse strong opposition, on the grounds 
that the chief danger with stocks is over-valuation, and 
the inclusion of overheads heightens its likelihood. One 
can agree fully that the danger is real, and yet decide that 
it must be fought with weapons (such as more sophisticated 
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general provisions for doubtful items) other than exclusion 
of overhead. 

The ratio of overhead to direct cost is now getting 
very high in many firms (and will probably get higher), 
so that direct cost will often give ludicrously low values; 
Indeed discussion of this matter, to be adequate, should 
deal with firms whose direct costs will before long ap- 
proach zero. Another reason suggests itself if one accepts 
that rules ostensibly based on historical cost are shaped by 
analogy with current value; the latter (whether found from 
net realizable values or the future cost of replacing a whole 
stock) is normally likely to be far bigger than direct cost. 

My only criticism of the proposal is that the distinction 


between ‘productive’. and ‘non-productive’ overhead is - 


often neither logical nor practicable. 


Exclusion of replacement cost 


Replacement cost gets short shrift. If (when it is lower) 
it is used instead of net realizable value, ‘the effect is to 
take account of a loss that is greater than that which is 
expected’ (section 6). 

Consider as example something that originally cost £12, 
can at the date of the next accounts be bought for only 
£9, and will in the following year fetch the net realizable 
value of £10. From purchase date to sale date, the loss will 
be £2. Where net realizable value is used (as the committee 
recommends), the first accounts show this loss, i.e. deal 
with the whole £2. Where instead replacement cost is 
used, the first accounts show a loss of £3, and the second a 
gain of £. 

If we judge a method by its power to give useful in- 
formation (as seems overwhelmingly right), replacement 


cost is surely the better horse. It draws attention to the 


first year's mistakes. These leave the firm £3 poorer in the 
end than it could have been. The point would be clear if 
different buyers were employed each year, and their 
abilities fell to be judged from the accounts. And £9 
seems a more consistent measure of ‘size’ than fro in the 
first year’s balance sheet. 

The change of rules is unfortunate also in that it weakens 
the status of an important form of current value. If histori- 
cal cost is ever to be replaced by current value, replacement 
cost will in most situations be the strongest candidate (in 
that it measures what a deprived owner would have to 
pay to make good his loss). 


Long-term contracts 


Accountants usually support historical cost not so much 
for positive merits as because it makes for caution, since 
it ignores gains till they are guaranteed by the sales con- 
tract. “No appreciation without realization’ would sum up 
this philosophy; the historical cost concept might be better 
understood if it were called instead the realization concept. 

The realization test becomes highly inconvenient with 
long-term contracts; anyway, when does realization take 
place if the price is paid in instalments, and if there is also 
- a chance that hidden defects will call for remedial work 
long after the apparent finish? So here accountants often 
decide to reject the rule, and to say, with section 7 of ED6, 
that ‘in principle, therefore, It is appropriate to take credit 
for profit while contracts are in progress’. But estimation of 


ACCOUNTANT 


July 27th, 1972 


future cost and profit will seldom be certain and must 
often be wildly uncertain. And the problem of ‘jointness’ 
(inequalities of profitability in the different stages of the 
contract’) is also relevant, and seems insoluble. So valuation 
is here very difficult indeed. 

Moreover, we cannot appeal to the analogy of market 
prices; in the nature of things, work in progress (including 
long-term contracts) seldom is dealt with on a market. 
Therefore radical reform offers no slick solution. If, as 
seems inevitable in some kinds of companies, we abandon 
the realization principle for the sake of expediency, then 
the profit on unfinished work must be any figure, within 
limits, that management chooses to think up ~some vaguely- 
defined compromise dictated by caution, optimism, and the 
aesthetics of smooth trends. 

In this humbling predicament, neither. the ASSC nor 
anyone else can conjure up impressive rules. ‘Long-term 
contract work in progress should be stated in accounts 
at cost plus attributable profit less anticipated losses’ 
(section ro). Very properly, the accounting policies are to 
be set out in a note, which must give 'the amounts of cost, 
attributable profit, anticipated losses and progress pay- 
ments’ etc. (section 12). This hardly amounts to a precise 
standard — certainly not to one that will save our faces by 
cutting out all scope for disagreement on the size of profit. 


Dogma 


The stock statement i$ important on quite a different 
count. It is the first to deal with a basic valuation problem, 
and so it gives us our first preview of the likely form of 
many future statements. It contains not only the standard 
itself, but. also (as was perhaps inevitable if the chosen 
methods are to sound attractive) the reasoning that guided 
the committee in its choice. 

At the risk of being tiresome, I should like once again 
to argue that official pronouncements on principle are 
dangerous. Mankind has found from sorry experience that 
no authority, however august, can know beyond all doubt 
what is true or false in intellectual matters. Truth is best 
sought when all ideas can compete freely and on equal 
terms. In the long run at least, ex cathedra statements from 
above are less helpful than the critical thoughts of common 
men: a healthy democracy dare not entrust its thinking 
to the experts. 

An accounting standard would be least E if 
it were neutral — that is, if it were chosen not on grounds of 
principle, but because a census showed it to be the norm, 
or by sticking a pin into a list. Such neutrality would give 
less bias to our ideas, and leave us freer to amend standards 
that prove faulty. 

Official dogma seems especially pernicious in profes- 
sions like ours. In time, it inevitably comes to play a big ` 
part in the education of recruits; and an education can be 
of scant value if it rests on the passive acceptance of a few 
ideas instead of critical search among many. Once a given 
idea has been learned — particularly if it bears the stamp 
of authority — it is hard to unlearn when changed cir- 
cumstances and clearer thinking have discredited it; thus 
an official code of principles must tend to ossify practice. 
And a profession will hardly command respect if its mem- 
bers are known to have substituted collective dogma for 
individual belief and judgement. 


D 
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The effective demise of the sterling area appears to have attracted little attention. ER: 


long run it may be the residents of the separate economic enclaves represented 


y former 


colonial territories who stand to lose most from the closing of fiscal frontiers. 

In the meantime, UK residents must learn to live as little British Islanders. The 
arrangements announced by the Treasury on June 23rd represent a step towards 
harmonization of financial attitudes in relation to the Commonwealth and the 

European Economic Community and may offer no more than a transitional opportunity to 
those concerned to identify their investment interests with the former sterling area rather 


‘ | 
T Exchange Control Act 1947 and arrangements made 

under its authority date from a time when the process 
of dismantling the British Empire had only just com- 
menced. A quarter-century later, the signing of the Treaty 
of Accession to the European Communities marks another 
historic development and it is perhaps no coincidence that 
freedom of financial communication with the Common- 
wealth should now be brought to an end. 

The term “sterling area’ is well understood but unofficial ; 
the “Scheduled ‘Territories’ has been the official designation. 
As recently as June 8th these were identified as the British 
Commonwealth except Canada and Rhodesia; Bahrain, 
Iceland, Republic of Ireland, Jordan, Kuwait, Pakistan, 
Qatar, South and South-west Africa, Yemen and the 
United Arab Emirates. With effect from June 23rd, the 
‘Scheduled ‘Territories’ are reduced to the United 
Kingdom and the Republic of Ireland, together with the 
Isle of Man and the Channel Islands (in this article referred 
to as the British Isles). The former sterling area outside 
the present scheduled territories is still grouped together 
for the purpose of applying numerous important modifica- 
tions of the standard practice in relation to the ‘External 
Account Area’, which is now the official designation for 
the world outside the scheduled territories — Rhodesia 
apart. 


Exchange control limitations 


Previously, banks were free to give effect to payments 
between residents of the sterling area in a currency of a 
member country. Now, all payments to, or on behalf of, 
or for the credit of, such persons require permission. 

Of course, many payments and transfers of securities 
may be due under financial instruments issued or contracts 
entered into prior to June 23rd, 1972. Effect is permitted 
to be given to such pre-zero obligations through authorized 
banks and depositories without formality; in particular, 
sterling due under such contracts may be treated as eligible 
for credit to an external account. Moreover, existing sterling 
accounts with banks in the United Kingdom of persons 

resident in the former sterling area will be redesignated as 
external accounts. 

Credits to external accounts may take the form of 
payments from other external accounts; payments by 
residents of the British Isles for which permission has been 


than with Europe. 


given; imported sterling notes and the proceeds of foreign 
currency and gold; and interest on the account of any 
account blocked in relation to a departing resident by 
Treasury direction under section 40 of the 1947 Act. 
Payments to residents and to other external accounts may 
be debited freely, together with cash payments in the 
United Kingdom and permitted purchases of gold, foreign 
currency and travel facilities. 

An important point to notice is that United Kingdom 
companies and firms may not place any sum to the credit 
of an account in their books in the name of a non-resident 


"without the permission of the Bank of England, nor may a 


payment on behalf of a non-resident be made without 
permission. However, the.effect of permission 1s that the 
account may be credited with items eligible for credit to an 
external account. 


Companies controlled by non-residents j 


If a corporation, company or branch (other than a bank) 
is resident in the United Kingdom and is by any means: 
controlled, whether directly or indirectly, by non-residents, 
then permission is required from the Bank of England 
before banks and other lenders resident in the United 
Kingdom may lend money, Treasury bills or securities to. 
it. In general, such concerns must expect to find finance 
by putting up foreign currency or sterling from an external 
account. 

This ruling would apply to companies set up by non- 
residents primarily to import and distribute products 
manufactured outside the British Isles, or to financial 
concerns. For other concerns such as manufacturers, 
permission is normally given for the raising of working 
capital in the United Kingdom. 'The general rule to which 
permissions are geared is that the non-resident share- 
holders' stake in the United Kingdom company, by way 
of equity, loan finance, reserves and unremitted profits, 
should be maintained at a level sufficient to cover their 
pro rata share of the fixed assets after taking into account ` 
any development grant or loan made available by the 
Department of Trade and Industry. Facilities In existence 
at June 23rd, 1972, in favour of companies controlled by 
persons resident in the former sterling area will be allowed 
to continue without formality. 

New applications from this class of company will be 
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dealt with on the lines of those already promulgated in 
favour of the area of the European Economic Community 
and its prospective adherents (Denmark and Norway). 
With the exclusion of those which are purely vehicles for 
portfolio investment, United Kingdom companies con- 
trolled by persons resident i in the area of the Community 
or the former sterling area will normally be permitted, on 
application to the Bank of England, to raise in the United 
Kingdom all the finance they require for their operations 
in that country. The application must confirm that there is 
no indirect control from outside those areas. 

Nevertheless, those outside the EEC and former sterling 
areas will normally be permitted to raise finance without 
limit as regards new expenditure in Northern Ireland and 
other assisted areas (the extent of which appears from the 
Local Employment Act 1972 and the Industry Act 1972). 

In considering applications, account will be taken of the 

\ benefits conferred in the assisted areas by the operations 
there of the applicant. Nor is this the end of the matter. 
In other areas of the United Kingdom it may be possible 
for the non-resident’s share of fixed capital to be raised 
also, at least to some extent, where the project is judged to 
be beneficial to the United Kingdom economy, for example, 
because it may make a significant and continuing contribu- 
tion to the balance of payments. 

It should be observed that the foregoing remarks have 
no bearing on the position of overseas banks. On the other 
hand, in cases where non-residents take only a minority 
holding in a United Kingdom company, as where it is 
purely a vehicle for portfolio investment, it is a condition 
of the issue or transfer of shares to a non-resident that his 
stake be maintained pro rata, as discussed above. 


Service of loans and dividends 


There is a general rule that no interest, dividend or capital 
payment may be made to any. non-resident by a United 
Kingdom company controlled from outside the British 
Isles without prior permission from the Bank of England, 
which it appears may take the form of a standing letter. 
For non-residents now within the former sterling area, 
warrants issued prior to August 31st, 1972, may be paid 
be paying banks without formality, whether or not they 
are marked received for the credit of an external account. 
This time sanctuary is given to enable registrars and others 
to devise arrangements in conformity with the existing 
rules applicable to non-residents, whether or not the 
company in question is controlled from abroad. 

It is contemplated that warrants will be sent to the 
external address registered for the holder of the relative 
security, or that given in a permitted mandate. The policing 
in this context is directed towards the principal aspect of 
securities. Thus section 30 (2) of the 1947 Act states that, 
except with the permission of the Treasury, no person 
resident in the United Kingdom may do any act whereby 
a body corporate which is by any means controlled (whether 
directly or indirectly) by persons resident in the United 
.. Kingdom ceases to be controlled by that type of person. 
"This rule does not extend to ordinary Stock Exchange 
business. ` 

. Control in this context is miei so that a group of 
persons inside (or outside) is deemed to control a company, 
notwithstanding that other persons are associated with them 
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in that control, if the latter can be overridden by the first 
group acting together. Of course, a similar rule is found in 
section 482 of the Taxes Act 1970, but it appears that 
separate applications to the Treasury are required. 

The issue of securities registered in the United Kingdom 
is controlled by section 8 of the 1947 Act, but many 
categories are freed by the general permission. An issue of 
securities to be quoted on a Stock Exchange is freed from 
control if all the documents relating to the issue are 
lodged by an authorized depositary. However, the latter 
requirement is dispensed with in cases of the issue of letters 
of allotment or certificates, whether renounceable or not, 
on the occasion of scrip issues; provisional letters iņ 
connection with a rights issue; splitting of the foregoing; 
and replacement of lost or damaged securities: 

The permission noted above is cut down for issues (not 
being scrip or rights issues) if they would involve acquisi- 
tions by persons resident outside the British Isles, other- 
wise than on payment of money in pursuance of a public 
offer. Non-residents are permitted to take up scrip issues 
and rights issues for money. The main convenience of these 
permissions is that the need for the prescribed evidence 
(to be produced to the person issuing the security) that 
it is going to a resident of the British Isles or his nominee 
is obviated. 

It will be seen, therefore, that special permission con- 
tinues to be required for an issue that would involve the 
acquisition by a non-resident of an unquoted security. An 
issue of quoted securities is subject to restriction as regards 
non-residents where the person issuing the security has 
reason to believe that the person or body corporate ac- 
quiring it would thereafter hold, or already holds, either 
directly or indirectly, ro per cent or more of the voting 


rights in that company. 


The position of minority holdings has beci discussed 
above, and one may notice that a ro per cent holding marks 
the point at which many double taxation agreements apply 
a 'dividend-stripping! restriction whereby the reduced 
rate of withholding tax is denied for acquisitions within 
the previous twelve months (for example, the Australian 
agreement, SI 1968, No. 305, article 8 (7)). Again, the 
reduced rate of withholding tax may be denied to a non- 
resident enjoying local exemption (as in the New Zealand 


agreement, SI 1966, No. 1,020, article VI (10)), if he owns 


at least ro per cent of the shares in question. | : 

The 10 per cent point has a further significance i in that 
the non-resident may be entitled to relief from United 
Kingdom corporation tax im addition to withholding. tax 
(as in the Singapore agreement, SI 1967, No. 483, article 
18 (2) (c)). These could be relevant circumstances leading 
the United Kingdom person issuing securities ‘to have 


reason to believe’ that the non-resident holds the ro per 


cent significant for exchange control purposes. 


Other matters 


United Kingdom residents now require permission to make 
direct investments in the former sterling area. This will 
be granted for non-portfolio investment confined in 
financial operation to the former sterling area, the finance 
being made available without limit through the official 
market at the current rate. For portfolio investors, the 
rules for investment currency have to be observed, with 
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the important proviso that there is no obligation to sur- 
render 25 per cent of the premium after six months (more 
precisely, to sell 25 per cent of the holding of the currency 
to an authorized dealer at the current market rate in the 
official foreign exchange market). The practical operation 
of this rule in former external currencies will often involve 
an equivalent purchase to be sold without the premium, 
but in that event the alternative currency must be one 
acceptable to the authorized dealer; use would be made of 
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the official cross-rate, failing which a free market rate 
abroad may be used. The 25 per cent rule would also 
apply to former sterling area securities optionally payable 
in a former external account area currency. 

- On personal matters such as emigration, gifts and 
overdraft facilities there are certain privileges which place 
residents of the former sterling area at an advantage over 
members of the former external account area. Those 
concerned should consult their banks. 


Mortgage and Annuity Contracts 


A of elderly people who own the freehold (or 
long leasehold) of the house in which they live would 
like to be able to use this asset in one way or another so as 
to increase their net income. In some cases, the obvious 
solution might appear to be for them to sell the house, 
move elsewhere, and purchase an immediate annuity with 
the difference. Understandably, however, in practice few 
elderly people are anxious to sell their house and move 
from familiar surroundings and friends solely for financial 
reasons. In any event, after the various costs involved with 
a move have been met, the cash available for the purchase of 
an annuity may not amount to very much. 

Various schemes have been introduced in the past so as 

to try to meet this situation. One of the best-known of these 
.schemes required a house owner to sell his house, at a 
discounted price in the light of his life expectancy. The 
purchase price for the house was used to purchase an 
immediate annuity, and the occupier could live in the house 
for the remainder of his lifetime. Although this attracted a 
‘certain amount of interest, it was not particularly popular; 
there was a reluctance among house owners to transfer 
the ownership of their property, especially at a discounted 
price, whereas by retaining ownership they could benefit 
from future increases in value. 


Mortgage and annuity 


Now that relief of tax on all loan interest (apart from the 
first {35 in any year) has been reintroduced, a scheme has 
been devised which is basically a ‘package deal’ involving 
.a mortgage and an annuity. It has been arranged by Antony 
Gibbs (Mortgage Services) Ltd with Unitholders Provident 
Assurance Ltd. With this scheme, a house owner can 
borrow a maximum of two-thirds of the present value of 
the house (subject to a minimum of £6,000) and this is used 
to purchase an annuity, so as to provide an income for life. 

Mortgage interest has to be paid in connection with the 
loan, but, bearing in mind the tax relief which can be 
claimed on this, this scheme can materially increase net 


Income for Elderly Householders 


by OUR INSURANCE CORRESPONDENT 


incomes — particularly for those at the older age levels (for 
whom the highest annuity yields are available) and those in 
the higher tax brackets. . 

If the maximum loan is not taken at the outset, a subse- 
quent loan can be taken at a later stage. A useful facility is 
that, if the house increases in value, further loans (in 
minimum sums of £1,000) can be taken, so as to purchase 
further annuities. This is one way of increasing income as a 
counter to inflation. | 

The minimum acceptable age for the scheme is 70, for 
both men and women. Naturally, those responsible for the 
scheme would have liked the qualifying age to have, been 
65. Unfortunately, however, annuity yields at that age 
would not be sufficiently high to provide a worth-while . 
margin after the deduction of the mortgage interest. 

If a house is occupied jointly (e.g., by husband and wife 
or two sisters), a joint life and survivor annuity will be 
provided. On the other hand, if the house owner is single, 
a widow or widower, a capital-protected annuity will be 
provided, subject to the proviso that, in the event of death 
during the first year, the return will be limited to 974 per 
cent of the purchase price. 

The rate of interest charged in respect of the loan is 7% 
per cent per annum, gross. In current conditions, this may 
appear to be on the low side. In fact, 1t was considered that 
it would be helpful all round for a relatively low rate of 
interest to be charged. Since, therefore, it 1s lower than 
would be charged in the normal course of events, the 
annuity yields under this scheme are not so attractive as 
those which would be available from the insurance office 
in return for a straightforward cash sum. 


Repayment 


No capital repayment is required until the death of the 
annuitant, or of the last survivor if a joint annuity has been 
arranged. On the other hand, an annuitant has the right to 
repay the loan at any time, without penalty. In this event, 
the annuity will continue to be paid but, of course, no 
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further deductions for mortgage interest will be made. If 
an annuitant should move into a nursing home, or live 
with relations, and decide to sell the house, the loan will be 
repaid out of the proceeds and he or she will retain the 
balance. The annuity continues to be paid. 

A loan must be repaid within six months of the death of 
the annuitant; during this time the outstanding interest is 
added to the loan. 

At the outset, the property has to be surveyed, and the 
cost of this has to be met by the house owner. The in- 
surance office deducts r per cent of the loan to cover its 
legal costs and expenses; thus, 99 per cent of the loan is 
used to purchase the annuity. 

As an example, take a woman of 73 who obtains a loan 
of £10,000. This will provide a gross annual income for life 
of £1,035. With'income tax at 38:75 per cent, the income tax 
on the interest content will be £83, reducing the net annual 
annuity receivable to £952. From this must be deducted the 
mortgage interest at 7-5 per cent, which amounts to £750, 
leaving a net income of £202 per annum actually payable 
in monthly instalments. In addition, tax can be reclaimed on 
the loan interest. If tax can be reclaimed at the rate of 30 per 
cent on all the interest, apart from the first £35, this would 
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amount to £214, bringing He effective increase in annual 
income up to £416. 

In the case of a man and vifo aged 72 and 70 respectively, 
the gross annual income from a loan of £10,000 would be 
£925. Tax at 38:75 per cent on the interest content would 
be £122. The gross interest, and tax which can be reclaimed 
in respect of it would be the same, with the result that the 
effective increase in their annual income would be 
£267. 

The position for anyone not paying any tax at all will not 
be so favourable. This is because the tax which can be 
reclaimed in respect of the loan interest is higher than the 
tax payable on the interest content of the annuity. In the 
same way, the over-all effect for anyone in the surtax 
bracket will be better than for a standard rate taxpayer. 

Clearly, difficulties could be encountered if, at any time 
in the future, loan interest of this type should be disallowed 
for tax relief. If the position should revert to that which 
existed prior to the 1972 Budget, an annuitant might find 
it best to sell his house and repay the mortgage. He could 
then buy another house and obtain a mortgage from the 
life office on the same terms. The interest in respect of this 
second loan would be allowable for tax relief. 


Beecham Group's Three Divisions 


HERE is nothing fancy about the Beecham Group report 


and accounts this year — straight black and white reporting, ` 


fully detailed but without gloss — and if ever figures spoke for 
themselves, Beecham’s do. The report and accounts, however, 
is accompanied by a booklet in colour showing Beecham Group 
products and a leaflet providing ‘Facts about Beecham 1972’. 
These, it may be assumed, are not necessarily produced only 
for distribution with the report and accounts, but also for 
general group purposes. 

Beecham Group’s business is carried out by three operating 
divisions (pharmaceutical, products and European) and by 
Beecham Inc, a wholly-owned subsidiary based in the United 
States and covering Western Hemisphere operations. The 
Pharmaceutical Division covers prescription medicine research, 
development and production, and markets prescription medi- 
cines, veterinary products and animal feedstuff concentrates 
in the UK and all parts of the world except Western Europe and 
the Western Hemisphere. The Products Division operates 
similarly in the consumer products field. The European Division 
is responsible for developing, producing and marketing pre- 
scription medicines, veterinary products and consumer products, 
including cosmetics, in Western Europe; while Beecham Inc 
similarly operates in North and South America, Australia and 
New Zealand. | 


Names are legion 


The names inside the Beecham Group are legion. In proprietary 
medicines there are the household names Phensic, Mac, 
Veno's, Germolene, Maclean, Settlers, Eno, Fynnon, Phyllosan, 
Dinnefords and Ellimans; in toiletries there are Macleans 
again, Brylcreem, Silvikrin, Vosene, Hiltone and Amami, and 
in health and soft drinks, Ribena, Lucozade, Horlicks, PLZ, 
Corona, Tango, Quosh, Hunts and Idris. The recital of the 


list is like sitting through interminable television commercials. 

To these names — and more importantly for the Beecham 
Group ~ can be added the penicillin derivative names of 
prescription medicines such as Penbritin, Magnapen and Pyopen, 
and on and on in their prescription medicine arid veterinary 
forms. There are just as many names again for the full range of 
prescription and proprietary medicines, toiletries and cosmetic 
products made outside the UK or distributed under franchise 
in it. And Beecham’s growing wine interests must also be 
mentioned, together with Campari and the. Findlater, Mackie 
Todd Company known for Dry Fly and other sherries. 

Growth in the Beecham Group has come strongly both from 
internal generation and from acquisitions. In the last year the 
tenth successive significant increase in trading profit was 
achieved and profit has grown from £7-91 million in 1961-02 
to £41:34 million in 1971-72. 


Sales and profits 


The directors’ report analyses sales and bitis worldwide 
by product group and Ke area in the following table: 
































Sales Trading Profit 
(inc. Royalties) 
£ £m £m £m - 
Worldwide analysis by product group:— 1971/72 1970/71 1971/72 1970/71 
Human and veterinary pharmaceuticals and 
animal nutritional products 79-5 64-9 20-3 16-5. 
. Consumer products 139-6 116-9 18-4 139 
Royalty income 46 44 
219-1 181.8 41:3 ` 34-5 
Worldwide analysis by area:— 
U.K. 93-4 83:0 12:3 106 
Western Hemisphere 44-3 37:8 7:6 62 
Europe (excluding U.K.) 48:6 32:9 134 10-1 
Other markets 32-8 28-1 8-0 7:6 
219-1 181-8 41:3 34-5 














The 20:5 per cent increase in sales and the 19:8 per cent rise 
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in trading profits in the past year included the results of the 
Fischer and Fischer toiletries group in Germany, and in America 
of the S.E.. Massengill Company which has considerably 
strengthened the Beecham pharmaceutical presence in the 
United States. 


Apart from the acquisitions mentioned above, Beecham 


achieved a significant measure of organic growth, with expansion 
of overseas business continuing to outpace expansion in the 
UK. Overseas sales and profits at {125-7 million and {29 
million respectively represent 57-4 per cent and 70-2 per cent 
of the respective totals. 

Research and development expenditure during the year 
amounted to £6:9 million ~an increase of £jx:3 million. Most of 
the group's interests in land and buildings were professionally 
revalued during the year, putting properties at £46 million or 
£12:5 million ahead of the book value. 


Research-based 


In the year covered by the accounts the major event was the 
Beacham Group bid for Glaxo, the rival bid from Boots which 
the Glaxo board favoured, and then the reference of the entire 
matter to the Monopolies Commission who recently said ‘No’ 
to any merger. 

Much of the Glaxo defence argument turned on the point 
that the Beecham UK patent on ampicillin (semi-synthetic 
penicilin) expires in 1975. Beecham point out that they are 
the largest manufacturer in the world of ampicillin and also 
manufacture and market a wide range of other semi-synthetic 


penicillins. The principal raw material is ‘Pencillin G^ and. 


Beecham produce that as cheaply as any potential competitor. 
By 1975 Beecham will be self sufficient in production whereas 
large quantities are currently bought at higher prices than 
Beecham's own production cost. 

Pharmaceutical patents do not confer an impregnable 
monopoly on the holder wherever granted. Sir Ronald Edwards, 
the chairman, states that 'in some countries, representing about 
IO per cent of the free world market, there is no patent cover on 
pharmaceuticals at all. In many others, representing about 65 
per cent of the free world market, pharmaceutical patents are 
impossible to enforce within a reasonable time’. In those 
markets, research-based companies face strong competition 
from unlicensed competitors. | 

The Beecham case for taking over Glaxo was the considered 
need to establish a research-based pharmaceutical group of a 
size necessary to compete under market conditions dictated 
by major European and American manufacturers. 


_ Auditors’ Qualification on C. & W. Walker 


LAIMS on contract variations are the basis of a qualified 
report to the.C. & W. Walker Holdings accounts by auditors 
Tansley Witt, Ward. A note to the accounts states that debtors 
(of £638,018) includes claims in respect of contract variation 
costs amounting to £92,000, which at January 31st, 1971, were 
included in contracts in hand to the extent of £82,000. These 
claims, the note states, have not been agreed to the extent of 
£67,000 but, in the opinion of the directors, will be received in 
full. = | 
The auditors in their report comment that ‘Due to the 
absence of sufficient information, we have not been able to 
satisfy ourselves that these claims will be received in full.’ 
Accordingly, they are unable to state whether, in their opinion, 
the inclusion of the claims gives a fair view, either of debtors or 
of the year's profit. "EL | | | 
C. & W. Walkers business is the design, manufacture and 
erection of storage tanks, gasholders, fractionating columns, 
towers and silos, and general fabrication work-for process plant 
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industries. The accounts this year have, in the chairman's words, 
been ‘brought more into line with modern accounting practice’ 
and — quick off the mark — ‘Extraordinary items’ are treated on 
recently recommended lines. 

At the annual meeting on August 8th, the chairman will 
propose, and Mr G. W. S. Miskin — who joined the board last 
September — will second, a resolution appointing Arthur Young 
McClelland Moores & Co the company's auditors in place of 
Tansley Witt, Ward. There have, in the past year, been consider- 
able boardroom and executive changes in the group. Mr Miskin, 
a London stockbroker, being one of four new directors. He is 
also a substantial shareholder. 


Debenham's Revaluation Secret 


e ec successfully beaten off a United Drapery Stores 
take-over bid, the Debenham group is more than ever 
conscious of the need for high internal efficiency and the fullest 
possible employment of group assets. An ‘appraisal’ on the 
Debenham property portfolio by Conrad Ritblat & Co has 
supported the directors’ views on property worth, but the board- 
room view is that to revalue properties in the accounts or make a 
statement as to their current worth would be ‘positively mis- 
leading’. 

Some properties are worth more as properties than they are 
as department stores; some are worth more as going concerns 
than they are as properties, and others can only be fully valued 
on the basis of their development potential. Sir Anthony 
Burney, O.B.E., B.A., F.C.A., the chairman, assures shareholders 
that a detailed examination of all properties is being carried out 
‘in order to arrive at decisions as to the future use to which they 
should be put'. ü 

Shareholders may wonder just when it will be practicable for 
the board to give a precise indication of the total value of the 
property portfolio. Will that be when the entire programme of 
store closures and re-developments is completed? 

There. are all kinds and conditions of schemes afoot in 
Debenhams, much clearing out and much forward planning. 
In the latter direction is an all-embracing credit scheme, and 
in the former a remarkable and long overdue administrative 
streamlining. 


Scottish & Newcastle’s Informative 
Accounts 


S s & NEWCASTLE BREWERIES are good at 
extra information in the report and accounts. ‘Shareholders 
will note’, the chairman, Mr P. E. G. Balfour, writes in his review, 
that we have continued the practice instituted last year of 
giving substantially more information than is required of us by 
the Companies Acts.’ He draws special attention to figures 
showing the rise in profits of the hotel and managed. house 
division and of the wine and spirit subsidiary, Mackinlay- 
McPherson. 

These figures are brought out in “Analysis of consolidated 
profit before taxation by activity', with profits broken down 
under the headings of “Wholesale beer and related activities’, the 
two sectors mentioned in the previous paragraph, ‘Minor 
subsidiaries', and 'Share of profit of associated companies'. 
Other analyses, apart from the fully-detailed five-year record, . 
include sales of Scottish & Newcastle Beers and Harp Lager in ` 
terms of trade category — free house, managed house, and so on — 
and in terms of area — Scotland and the North-east of England, ` 
rest of the UK, and export and ship stores. E 

In fact, so plentiful is the extra information and also so 
voluminous the notes to the Scottish & Newcastle accounts that 
the final page is given over to an index to notes on the accounts 
showing the subject-matter of the note, the note's number and . 
the page, and also to an index to statistical information. 
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July 27th, 1972 


City Notes 


UST when it seemed that lack of bad news rather than an 
abundance of good was beginning to restore equity market 

confidence, the new outbreak of labour troubles quickly de- 
molished the weak and tentative structure of recovery. The lack 
of bad news had included the point that the CBI's main members 
had not rejected the idea of a three months' extension of the 5 
per cent price increase limit agreement. 

Sterling was improving at the dollar's expense, industrial 
output and other indices were beginning to look reasonably 
favourable, while the June trade figures — although adjudged 
a freak — were nevertheless on the right side. Against that 
background the equity market was rallying and turnover was 
improving. 

The worsening of the dock situation and the accompanying 
trial of strength through the operation of the Industrial Relations 
Act was enough for stock-market operators to dismiss good points 
and to concentrate on the bad including the situation in Ulster, 
which is always considered in its darkest form when other 
factors worsen. When other influences are helpful, Ulster is 
invariably ignored in stock-market terms. 

But as one stockbroking firm comments: “To rehearse all the 
gloomier possibilities in this way, although they must be borne 
in mind by the cautious investor, makes the outlook for the 
equity market look blacker than is probably the case.” 


AVING lifted Bank rate a point at the time of the Sterling 

float, the authorities have subsequently left the matter of 
interest rates entirely to the market. The banks have done the 
official work and, led this time by National Westminster, have 
raised their base rates. There have been some minor alterations 
between the banks in the level of deposit rates but they are 
hardly of a size likely to strain customer loyalty to any con- 
siderable degree. Even so there was an indication in the words, 


accompanying the announcement of the changes, of the 
beginnings of a battle to attract deposits rather than to get 
money out in bank loans. Words pointing to the convenience 
of a bank deposit account at a local branch and to the intention 
to continue to lend funds for sound industrial development 
show the way bank thoughts are turning. 


» 


* Zë * 3⁄ 


IFTING the seven-day deposit rate to s£ per cent, and even 
L. 53 per cent, must put the banks at odds with the building 
societies. Mr Leonard Williams, chairman of the Nationwide 
Building Society, made the point recently that when the bank 
deposit interest figure gets above the building society share 
account figure, funds move from building societies to the 
banks. ‘Figure’ is the operative word since, whereas the 54 per 
cent or 54 per cent deposit rate at the banks is subject to tax, 
the present 4$ per cent or 5 per cent building society rate is 
tax paid. Regardless of that tax difference there is always a 
flow from building societies to banks when the bank deposit 
figure gets ahead ~ as it is now. 


* Ku * * 


ROPERTY revaluations are coming thick and fast in the 

retail industry. United Drapery Stores have lately announcec 
the result of their revaluation, Debenhams know what thei: 
result is but so far have preferred not to make it public, the 
Burton Group's revaluation is currently the subject of City 
estimate. In fact, virtually every retail group of standing is 
looking to its property values under current conditions. The 
problem that all these companies face is that of deciding just 
what it is that is being revalued. Some sites are prime shopping 


Sites, others were prime but are now past their best and coulc 


be 'developed' and others still are certainly development 
propositions. 'l'he problem 1s not necessarily on what basis the 
properties are to be revalued but on what basis are those 
revaluations to be written into balance sheets? 


RATES AND PRICES 


Closing prices, Tuesday, July 25th, 1972 ` 


Bank Rate 


Mar. 21, 1968 .. 74% April 15, 1970 7 75 
Sept. 19, 1968 e, SA April r, I97I 6% 
Feb. 27, 1969 8% Sept. 2, 1971 s 
Mar. 5, 1970 719 June 22, 1972 6% 
Treasury Bills 
May 19 +» 447270896 June 23 £5'6154% 
May 26 .. £4:3026% June jo  .. «+ -£5:6372% 
June 2 -+ £4°3943% July 7 e +. £5:4850% 
June 9 - £48487% July x4  ..  .. £54184% 
June 16 . £5°5333% — July 2: £57457% 
| Money Rates 
Day to day 54-52% Bank Bills 
7 days 54-6 % 2 months .  7$—74 4, 
Fine Trade Bills 3 months co IAEA 
3 months .. 71-8175 4 months .. TREY 
4 months .. 71-841, 6 months 74-78% 
6 months . 84-94% 
| Three Months’ Rates 
Local authority deposits is .. 8-8) 
Local authority bonds e .. 51-8 
Sterling deposit certificates 81-84 


Euro-sterling deposits 
Euro-dollar deposits .. 


Finance House Base Rate - July 1st, 1972. 6% 
Retail Price Index (16.1.62 —100) 163°7 (from 162-6, 16.6.72) 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 


New York 2°4462 Frankfurt 77587 
Montreal 24082 Milan 1420'75 
Amsterdam 78150 Oslo 15:957€ 
Brussels 107-19 Paris 12:240« 
Copenhagen 17:0300 Zürich 0'225C 
Gilt-edged 

Consols 4% 411. Savings 3% 65—75 885 
Consols 24% 26i Treasury 9% 1994 96i 
Conversion 3196 2v 374 Treasury 81% 87-90 .. 92 
Conversion 54% 1074. .. 964 Treasury 64% 1976 .. 934 
Funding 34% 99-04 — .. 44 Treasury 34% 77-80 .. 76 
Funding 4% 60-90 `.. 991 Treasury 34 3 79 81 e 74 
Funding 54% 78-80  .. 834 Treasury 5% 86-89  .. 694 
Funding 54% 82-84 .. 82 Treasury 51%, o 621 
Funding. 52% 87-91  .. 74 ‘Treasury 2 š 26# 
Funding 6% 1993 «++ 73% Victory 476 97% 
Funding 6194 85-87 834 War Loan 32% 37i 
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ACCOUNTANT | 


EEC and the Accountant 


International Accountants’ Annual Conference 


HE venerable buildings and Se 
gardens of New College, Oxford - 
founded by William of W y! keham, Bishop 
of Winchester, in 1379 - - provided an 
attractive setting for this year's annual 
conference of the Association of Inter- 
national Accountants. The Chairman of 
the Association, Mr D. Colquhoun, T.D., 
FALA, ACLS., welcomed over 70 mem- 
bers and students, some accompanied by 
their ladies, who had assembled to hear 
the addresses of several distinguished 
speakers on "The European Economic 

Community and the accountant’. 

In the unavoidable absence of a repre- 
sentative from the Nederlands Instituut 
van Registeraccountants, Mr D. F. 
Davidson, F.C.A., a partner in the inter- 
national firm of Arthur Andersen & Co, 
delivered the first address on Saturday, 
July 22nd, on ‘How accountancy func- 
tions in EEC’. It was important to realize, 
he said, that harmonization was a two- 
way process; and at present there were 
several fundamental differences between 
the United. Kingdom and Continental 
practice. 


No 'Continental' practice 


Mr Davidson emphasized that there was 
no such thing as a unified ‘Continental’ 
code of accounting practice; there were 
significant differences between all of the 
present EEC participants, some of which 
were much closer to British practices than 
others. He thought that the situation in 
Holland at present approached most 
closely to that in the UK; standards for 
membership of the NIvRA were high, 
and about half of its members were en- 
gaged in public practice. The Nether- 
lands ‘Financial Statements Act’ of 1971 
had made it compulsory for published 
accounts to present figures ‘fairly and 
systematically', which was probably the 
closest Continental approach to the UK 
‘true and fair view’, although private — 
as opposed to publicly quoted — com- 
panies were not obliged to appoint audi- 
tors or to publish their accounts. 

West Germany had a well-developed 
but highly legalistic accountancy profes- 
sion; the presentation of accounts was 
strongly influenced by tax laws, and also 
‘creditor oriented’ since about 7o per 
cent of the equity of German quoted 
companies was controlled by the prin- 
cipal banks. Public companies and (since 


1971) the larger private companies were 
required to have an annual audit by 
members of the Institut der Wirtschaft- 
sprüfer, but the auditors’ opinion was 
normally limited to compliance with the 
books, the company’s articles and the law. 
It was interesting to learn that Wirt- 
schaftsprüfer commonly practise as pri- 
vate limited companies with compulsory 
professional indemnity insurance. 

In other countries of EEC, the situation 
was further removed from that with which 
British accountants were familiar, and 
some practices would be regarded as 
questionable by UK standards. Thus 
in France, no more than 60 per cent of 
the list of authorized company auditors 
(commissaires aux comptes) were profes- 
sionally qualified as experts comptables; 
moreover, the French law which imposed 
a scale fee for company audits and pro- 
hibited auditors from performing other 
services for the company was a disincen- 
tive to the more highly qualified account- 
ants accepting audit appointments. The 
Italian civil code dealt with accounts only 
in the broadest terms, and though public 
companies were required to appoint 







auditors (some at least of whom must be ` 
professionally qualified) their duties were 
very loosely defined and largely formal. 
Under the Italian system of ‘inductive’ 
assessment to tax, presentation of ac- 
counts was influenced by the need to 
put the taxpayer in the most effective 
bargaining position. 

All told, the present situation in Europe 
presented, in Mr Davidson’s opinion, 
‘a very mixed bag’; the influence of a 
properly co-ordinated accountancy pro- 
fession could do a great deal to improve it, 
though progress would inevitably be slow. 


Economics of VAT 


Mr Davidson was followed by Professor 
A. A. Tait, M.A., PH.D., of the University 
of Strathclyde, who spoke on the econo- 
mic context of value added tax. All the 
present EEC countries, he said, had 
changed to VAT from other systems, 
although the change to which the UK 
was now committed was perhaps the most 
fundamental of all. 

Apart from zero-rating, the British 10 
per cent rate was the lowest standard rate 
of VAT in Europe; a large number of 
multiple rates, as were found particularly 
in France and Belgium, inevitably tended 
to complicate administration of the tax. 
It was important to remember that, 
although zero-rating was in fact a ‘rate’ 
of VAT, a zero-rated trader would be 
immune from the effects of the tax, 


whereas an ‘exempt’ person would have 
to bear it, having no means of recouping 
VAT inputs up to that point. 





Mr D. Colquhoun, T.D., FALA, A.C.LS., Chairman of the Association of International Ac- 
countants (second from left), with other distinguished visitors to the conference. Front row, 
Messrs F. B. C. Chance, F.A.LA., F.C.LS. (eft), and A. Hamilton- Hopkins, B.COM, F.A.LA., 
F.C.IL.S. (Members of Council) ; back row (left to right), Messrs E H. J. Wileman, O.B.E., LL.B., 
F.C.I.S., L. S. de Quidt, F.C.LS. (Secretary of the Association), D. F. A. Davidson, F.C.A., and 


A. R. Bowman, F.C.C.A., FETAL 


^ Invoice’, 













VAT had been conceived as a compre- . 
hensive tax — much more so than, for 
=. example, purchase tax — on nearly all 
^. goods and services other than food. The 
central feature of the system was the 'tax 


and Professor Tait suggested 
that VAT was as nearly evasion-proof, in 
ractical terms, as any tax could reason- 
bly be. Collusion between two parties to 
ransaction was possible, but would only 
ect VAT at that stage, and the Revenue 
tood to recoup the tax at later stages. 


nderstatement of sales to unregistered 
x cof false VAT input invoices. ` 


Preparing for VAT 


On the Saturday afternoon, Mr R. A. 
Bowman, F.C.C.A., F.T.LI., senior lecturer 
in taxation at the Polytechnic of the South 
Bank and a member of the Association's 
board of examiners, dealt with a number 
of matters for which, he said, accountants 
should be prepared - in their personal 
and professional capacities — before VA'T 
became effective in April 1973. It was, 
he said, ‘an admirable tax on the face 
of it’, but with potential complications. 

The first point to consider was whether 
the client would be a ‘taxable person’ for 
the purpose of VAT - remembering 
that the definition of a business for VAT 
purposes was wide enough to include, e.g., 
clubs and societies rendering 'supplies' 
of goods or services. Despite the 'small 
turnover exemption not exceeding /,5,000 
per annum, he saw no advantage to any 
business in exemption, and thought it 
doubtful whether avoiding the need to 
keep VAT records was. sufficient com- 
pensation for having to. bear VAT 
inputs; moreover, it was possible that 


unfavourable conclusions might be drawn ` 


by the Inland Revenue as to the standard 


of some ‘exempt’ traders’ record-keeping. x 
-= Lawton suggested, to section 203 of the 
| UR Companies Act 1948. 


. Goods and services 


Mr Bowman stressed that tidem: in 
goods (apart from the £5,000 exemption, - 
and some rather limited exemptions for 


. education and health services) wei 
exempt, though several categories wot 


^ and power, and exports. He also listed 
the principal VAT-exempt services. 

No standard forms had been laid down 
for VA'T accounting, but Mr Bowman 
thought it desirable that a VAT invoice 
should include: 


Serial number and date; names and 
addresses of vendor and purchaser; 
vendor's VAT number; type of trans- 
action; date of dispatch; description 
and quantity; tax-exclusive price; rate 
and amount of VAT; and invoice total. 


ai 


Other possible malpractices included 


persons, and ‘printing money’ by means ` 






The remainder of Saturday afternoon. 


was devoted to a lively question and 
answer session on VAT, 
conference had the assistance of Mr À. G. 
Copping of the Board of Customs and 
Excise. 


Speaking on comparative company law - 
in the United. Kingdom and the present. 
EEC membership, Professor Douglas 
LL.B., suggested 
that company lawyers in pursuit of 


Lawton, B.SC.(ECON.), 


common objectives tended to emulate 
one another.. Whilst the 
between the UK and the present EEC 
were important, there were also remark- 
able similarities to be found. 

UK company law, in Professor 
Lawton's view, was the most flexible in 
the world — due largely to the successful 
assimilation of mercantile and common 
law under Lord Mansfield in the 18th 
century ~ whereas some European juris- 
dictions maintained separate civil and 
commercial codes, each with their own 
courts. Thus the first question for the 
European company lawyer to decide was 
whether a particular entity was a ‘com- 
mercial company’ or not — a decision 
dependent sometimes on form and some- 
times on function, though the largest 
‘public’ companies (société anonyme or 
Aktiengesellschaft) were always to be 
regarded as commercial organizations. 


Private companies 


European private companies, desig- 
nated SARL in France and GmbH in 
Germany, had developed along broadly 
similar lines to private companies in the 
UK since 1908, the distinctive feature 
normally being that ownership and 
management were not separated. There 
was also a special category of public 
company (the German AKG) whose 
directors were personally liable for its 
debts; a parallel situation, Professor 


Netherlands company law made no 
distinction between private and public 


.companies as such, though distinctions 
i were drawn in practice where ownership 
^ of the shares was ‘open’ — in effect, be- 
ER -tween quoted and unquoted companies. 
` be zero-rated — including foodstuffs, ^ y : E p 

E newspapers, books and periodicals, fuel 


European jurisdictions tended to rely 
on local commercial courts as registration 
authorities, in contrast to a centralized 
registrar of companies. On the other hand, 
European practice was more logical than 
the UK in such matters as the valuation 
of assets exchanged for shares, minimum 
subscriptions and minimum membership 
for a public company. 

Finally, Professor Lawton outlined the 
two-tier board structure, with a distinc- 
tion between policy and management 
(Aufsichtsrat and Vorstand) which was 


particularly common in Germany, where 


instrument . 
in which the 


differences 


it had been successfully used as an 
of worker participation. 
Whilst he did not predict that the UK 
would necessarily adopt the two-tier 


- structure on entry into Europe, he thought 
it unlikely that European companies 


would revert to the concept of a single 


board of directors. 


Conference dinner 


The principal guests at the conference 
dinner in Hall on Saturday evening 
included the Deputy Lord Mayor and 
Lady Mayoress of the City of Oxford, 
Alderman and Mrs T. J. Meadows; Mr 
Ben Ford, M.P., and Mr Alan Nelson, 
F.C.C.A., F.T.LL, ` President of The Asso- 
ciation of Certified Accountants. Re-. 
sponding to the toast of “The Association 
of International Accountants’ by Alder- 
man Meadows, the Chairman, Mr D. 
Colquhoun, T.D., F.A.LA., AC.LS., said: 

"Ihe Association was formed with the 
principal object of providing an inter- 
national organization for accountants in 
all parts of the world in order to secure 
for them a definite and recognized pro- 
fessional status, to safeguard and advance 
their interests, to take such steps as may 
be deemed necessary to promote greater 
general efficiency and to impose the 
observance of proper professional con- 
duct, forty years ago. T'hose were the days 
when what is now known as the European 
Community was not thought of, and to 
have an international outlook was con- 
sidered as something strange. 

"More and more, the future position of 
the UK 1n this changing world is depen- 
dent upon how well we know other people 
and how well they know us, and I suggest: 
that the best way we can get to know 
other people is accomplished through 
international education, whether it be 
in the academic, professional or commer- 
cial sphere. This Association has exami- 
nation centres in nearly so countries all 
over the world. 

'It is my view that this Association is 
particularly suited to play its full part in 
the European Community, because of its 
international outlook and connections, 
and already a large number of inquiries. 
concerning it are being received from 
Europe. The Association is in quite a 
unique position in the international field, 
and is the only professional association of 
accountants with a really international 
outlook. In order further to encourage 
young men and women of the developing 
nations of the Commonwealth and Europe 
to become qualified accountants, it has 
recently taken a comprehensive review 
of its examinations.’ 

'The toast of 'Our Guests' was proposed 
by Mr A. Hamilton-Hopkins, B.COM., 
PALL A., F.C.LS., a member of the Asso- 
ciation's Council, and Mr Ford responded. 







Birmingham and London meet again 


at Oxford. 


FAMILIAR faces to students — Mr John 
Anderson, M.A., A.C.A., and Mr Ronnie 
Ind, B.A., F.C.A. ~ will be among the 
lecturers at this year’s Birmingham CASS 
Oxford residential course to be held at 
Merton College from September 2oth to 
23rd. For the second time in two years 
it coincides with London's residential 
course ('Roundabout', July 6th). 

‘Accountancy’ will be the theme of 
Birmingham's course and will deal with 
the subject not only from its examination 
aspects but will also illustrate the way in 
which accounting systems apply to 
commerce. In addition, there will be 
some testing case study problems and 
informal talks on other aspects of the 
course theme by well-known members of 
the profession. 


eni Ute caen tg etr Pane eme et LEA enr Cac retine t 


CONTINUING CAMPAIGN 
AGAINST ICA ENTRY FEE 
PROPOSAL 


THE recommendation earlier this vear of 
the Special Committee of The Institute of 
Chartered Accountants in England and 
Wales that the entry fee for admission to 
membership be raised to {50 has created 
a great deal of controversy, perhaps 
predictably, from the students led by 
ACASS. 

In its latest pronouncement on the 
subject, ACASS states that each time 
the Institute wants to raise its sub- 
scription rates, it has to mount a publicity 
campaign to convince the membership 
of the necessity, obtain a two-thirds 
majority in favour of the increase, and 
finally the Privy Council must approve it. 
But by comparison it is an extremely easy 
way to raise more money from increasing 
the entry fee. Those affected, states 


ACASS, are not members and so cannot. 


vote on the proposal. This fact obviates 
the necessity for explaining why the 
increase is needed, and how the aug- 
mentation in the Institute's finances will 
be used. But the membership of the 
Institute must still approve the matter at 
a special meeting and gain the consent of 
the Privy Council. 

Hopefully, ACASS believes the mem- 
bers of the Institute will be sufficiently 
far-sighted and generous to reject any 





Designed for Part I and Part m Fir 


students, separate lectures will be given 
~ Mr Ind leading the ` 
Part I lectures and: Mr Anderson Part IL. 

Members of the Society ` are warned 
that future Merton courses are at risk. 


to each 'stream' 


unless the course is reasonably. sub- 
scribed; in recent years, there has been a 
gradual fall-off in the numbers attending. 
Student members and principals are 
therefore particularly urged to ensure 
that so worth-while an event is fully 
supported. 


Applications to attend, together with ` 


the course fee of £16, should reach the 
secretary, David Hare, at the Library, 
Fountain Court, Steelhouse Lane, Bir- 
mingham, B4 6EA, not later than 
August 25th. 





such proposal. If not, the Institute will 
have reimposed ‘taxation without repre- 
sentation', and bearing in mind what 
happened in the American colonies, 
ACASS would be anxious for the well 
being of the President the next time he 
went to a students" tea party! ` 


BIRMINGHAM: FINALISTS’ 
COURSE 

IMMEDIATE application is necessary from 
those members of the Birmingham CASS 
who wish to take advantage of a useful 
one-day course for final students on 
August 3rd. > 

To P held at the Society's Library and 
commencing promptly at 9.30 a.m., 
subjects and speakers will be: Valuation 
of shares in unquoted companies', by 
Mr E. J. Newman, M.A., F.C.A.; ‘Workings 
of the Stock Exchange’, by Mr R. L. 
Harris, F.C.A., and "Flotation of com- 


panies’, by Mr D. C. Wasdell, r.c.4. The 


course will also include a film on this last 
subject, and a mid-morning visit to the 
Birmingham Stock Exchange; for this 
reason, attendance must be limited. 

The fee for the course is £1 (75p for 
the Society's branch members), exclusive 
of lunch. Principals are asked to bring 
the course to the attention of those 
articled clerks in the Final stages of their 
examinations, 


Arthur -Andersen's UK offices, Mr 


At a reception at the St James' Club, in 


Manchester, on Thursday of last week, 
attended by all the managing partners of 
E. E. 
Maltby, F.C.A., UK group managing partner 


in the firm, presented cheques representing 
awards by the firm to each of the six articled 


clerks who were placed in Order of Merit in 
the Institute's May Final exams. 

In the picture, Mr Maltby, /e/t, presents a 
cheque to Jeffrey Hewitt, B.A., who was 
placed first in Part H of the examinations. 
Mr lan H. Davison, B.Sc.(Econ.), F.C.A, 
managing partner of the London office, 
centre, shows his appreciation of the 
achievement. 





FOUR-DAY COURSE AT LEEDS 


Bv inviting Mr John Anderson, M.A., 
ACA, Principal of Caer Rhun Hall, 
together with some of his senior lecturers, 
Leeds CASS 1s breaking new ground in 
its education policy. 

A series of short courses is being held 
from September 12th to rsth, for Final 
Part 1 and Part H students. These 
courses are intended mainly as an intro- 
duction to the Institute's examination 
syllabus, but should also be of benefit to 
those members taking the November 
examinations. | - 

‘Roundabout’ has been asked to stress 
to both principals and student members 
that, if the courses are to be successful, a ` 
minimum attendance of 8o is needed. It- 
is to be hoped that the committee's new 
approach on education will be rewarded 
by a particularly good response. | 

Those wishing to attend should contact 
Barrie C. Davies, c/o Peat, Marwick, 
Mitchell & Co, Airedale House, Albion 
Street, Leeds LS1 s TY. 


'STOCKPILER' — A NEW 
INVESTMENT GAME 


ThE Institute's business games as well 
as those developed by individual student 
societies, such as Birmingham, Man- 
chester and Liverpool have, over the last 


` 


“Nu 





e 1 , become increasingly popular. 
Of interest to all accountancy student 
ies should be the format of a new 
ment game introduced by Williams 
lyn's. Bank in co-operation with the 
ritish Junior Chambers of Commerce. 
Called 'Stockpiler', the basis of the 
ame is that each syndicate is initially 
given a notional capital of £10,000 and 
then two additional amounts of £ 5,000 at 
ater dates. Syndicates invest their capital 
vith the aim of achieving the most 
aluable portfolio. 
Student societies interested in learning 
more about the format of the game should 
contact Mr C. C. H. Alderson, Marketing 
Manager, Williams & Glyn’s Bank Ltd, 
20 Birchin Lane, London EC3P 3DP. 





FILM FINANCING 


"THERE is no doubt that whatever the 

-. Croydon Branch of the London CASS 

arranges for its members, it is never done 
by half measures. A welcome change in 
the familiar pattern of exam-orientated 
lectures will be one on film financing on 
August 1st, when the speaker will be Mr 
R. J. Meadows of the Chase Manhattan 
Bank. 

The meeting which commences at 
6.30 p.m., will take place at the Grey- 
hound Hotel, Croydon. Articled clerks 
either living or working in the area and 
who are not already members of the 
Branch, should contact Mike Bray, 3A 
Bedford Park, Croydon, Surrey. 


DAY RELEASE COURSES AT 
PRESTON 


THE first of a series of two-day release 
courses for members of the Preston CASS 
commences on Thursday, August roth, 
when the subject for Intermediate students 
will be ‘Branch accounts and partnership 
accounts’. The following day they will 
move on to study ‘Published accounts’. 
For Part I Final students, the subjects 
. will be ‘Estate duty and executorship' 
on September rith and ‘Personal taxa- 
tion” on September 12th; followed by 
"Group accounts’ and ‘Costing and 
management accounts’ for Part II students 
on September 13th and 14th. 
_ These courses will be held at the Harris 
College, Preston (lecture theatre G6), 
tarting at 9.30 a.m. for a modest charge 
f £1 per head per day. The North West 
Society of Chartered Accountants has 
given its full support to these lectures, and 
‘principals are particularly requested to 
allow their articled clerks to attend. 
Applications should be sent immedi- 
y to the Society's secretary, Melvyn 
istle, cjo- Hindle & Jepson, Io 
Road, Darwen, Lanes BB3 IPL. 





















“Linked Tuition Scheme | 


E that many students are 
keen to have some form of oral tuition 
in addition to and, if possible, linked to 
their home studies, H. Foulks Lynch 
& Co have been in touch with poly- 
technics and technical colleges all over 
the country. 

Resulting from this contact a large 


.number of colleges now hold Foulks 


Lynch study material and provide linked 
oral tuition. A list of these colleges is 
given below, together with additional 
information where known. In each case 
students seeking further information on 
the details of the link and the oral tuition 
provided should contact the college 
concerned. 


COLLEGES 


City of Birmingham 

Provides linked courses for Part I and 
Part II Chartered examinations through 
evening classes. 


Bournemouth 
Consideration is being given to linked 
tuition for Chartered and Certified exams. 


Bradford 

Investigating the practicability of linking 
Saturday morning tuition for Final Char- 
tered examinations. 


Colchester 

Links the day release, evening classes and 
pre-exam courses for Chartered Inter- 
mediate and Certified Section I & II. 


Exeter 

Intends running linked day release courses 
and is examining the possibility of additional 
tutorials. 


Glamorgan 
Investigating the possibilities of linked 
tuition. 


Hatfield 
Intends running fortnightly linked tutor- 
ials in support for the Part I exam. 


Huddersfield 

Investigating the possibility of half-day 
and evening release courses linked to 
Foulks Lynch course material. 


Hull 
Discussions on the provision of linked 
study are under way. 


Kings Lynn 

Links part-time day and evening classes. 
Lincoln 

Prepared to help students who seek assist- 
ance with their Foulks Lynch courses. 
Liverpool 

Links evening lectures. 


South-east London 
In process of planning linked courses for 
the coming year. 


City of London 


Investigating the possibility of linked. 


tutorials. 





South-west London 

Provides linked oral tuition for in 
ductory course, periodic tutorials ; a 
pre-exam courses. | 


West London College 
Details of linked oral tuition are unc 
discussion. | 


Luton 
Intends providing linked oral tuition, 


Manchester Ge 
Considering what linked oral tuition to 
provide. m. 


Medway | Maidstone E 
Intends running linked day release courses ` 
(day a month) for all Chartered exams. 


Middlesbrough| Teesside cuu 
Runs evening tutorials and lectures linked : 
to Foulks Lynch study material and, cir- ` 
cumstances permitting, pre-exam courses: 
as well. | 





Newcastle 
Links evening tutorials, 


Norwich 
Glad to offer linked oral tuition if there is 
sufficient demand. 


Nottingham (Clarendon College) 
Gives Intermediate-level students assist- 
ance as required with their problems. 


Oxford 

Linked oral tuition for evening classes and 
pre-exam revision courses and is con-. 
sidering additional tutorials. : 


Plymouth 
Runs weekly linked tutorials. 


Salford 
Links evening classes and pré-examination 
revision courses. 


Sheffield 
Links evening classes. 


Southampton " 
Linked oral tuition for preparatory course. 
for newly articled clerks; two-week ‘mid: 
course’ course for each part, pre-exam 
course for each part (except September: 
Intermediate). Short-term accommodation ` 
can be arranged. : 


'atford 
Links pre-exam revision courses for both. 


Final Chartered examination and day. 
release for Part II of the Chartered exam. 






Wigan | 
Intends linking day release courses for all 
Chartered and Certified exams providing 
numbers are forthcoming. 


Wolverhampton 

Is linking the following oral tuition for 
the Final Chartered exams: one day/ 
evening tutorial per month; block release 
course prior to the exams. 


Workington — West Cumberland 

Runs linked revision course for all Char- 
tered exams and investigating the possi- 
bility of running tutorials throughout the 
area, 








N otes 
and 
Notices 


PROFESSIONAL NOTICES 


ARTHUR .ANDERSEN & Co, Chartered 
Accountants, of St Alphage House, 2 


Fore Street, London EC2Y 5DD, an- 
nounce that Mr Jonn C. NORTON, 
B.A., A,C.A., who has for the last three 
years been in charge of their Copenhagen 
office, is now returning to the United 
Kingdom. He will be rejoining their 
London office. 

BLACK, GEOGHEGAN & 'TiLL, Chartered 
Accountants, announce the retirement 
from their Guernsey partnership on July 
31st, 1972, of Mr G. D. ATKINSON, M.A., 
ECA, 

WALL € ‘Tanrietp, Chartered Ac- 
countants, of Birmingham and Dudley, 
announce that their practice, together 
with that of their associated firm Fox 
& Co, is merging with ARTHUR YouNG 
McCLELLAND Moores & Co on August 
Ist, 1972. 

ARTHUR YOUNG MCCLELLAND Moores 
& Co, announce that Messrs GEORGE 
WILSON, CA. RAYMOND BOWDEN, F.C.A,, 
and CHARLES BOWLES, F.C.A . (partners of 
WALL & TANFIELD) are joining the firm 
on August ist, 1972, and will be in the 
Birmingham office. 


APPOINTMENTS 


Mr J. E. Barnwell, F.c.a., previously 
financial director of British Ropes, has 
been appointed joint managing director 
with responsibilities for group control and 
central services, and Mr L. C. Pratt, 
F.C.A., has become financial controller in 


addition to his. Puis responsible as 


group chief accountant. 

Mr Michael G. Crawford, M.A., F.C.A., 
has joined the board of Norman Frizzell 
North-East. 

Mr J. 5. Hendry, F.c.a., managing 
director of the Walter Kidde company 
has become a director of SESCO, 

Mr William Truby, B.A., ACA, ATLL, 
has been appointed chief accountant of 
the Bristol & West Building Society. He 
has been the Society's deputv chief 
accountant for the past six and a half 
years. 





Mr William Truby Mr D. V. Whatley 

Mr D. V. Whatley, A.C.A., formerly an 
associate director of Stanley Gibbons 
International, has become a full director 
of the company. He remains as group 


chief accountant and director of Stanley 


Gibbons Currency Ltd. 


Mr Stephen Parry, M.A, A.C.A., Tas 
been appointed assistant to the financial 


services manager of Joseph Lucas (In-. 


dustries) with effect from August Ist. 

Mr C. F. M. Rawlinson, F.C.A, and 
Mr P. R. Grimshawe, a.c.A., have been 
appointed to the board of T he Associated 
Paper Mills. 


Mr D. E. E. Simons, M. Aa! AGC: Ay has 
been appointed an additional director of 
Weston Pharmaceuticals. 


ABOLITION OF PARTNERSHIP 
REGISTRATION FEE 
The Limited Partnership (Amendment) 
Rules 1972, published. on July 18th, 
abolish the present fee of 25p payable 
to the Registrar of Companies for 
registration under the Limited Partner- 
ship Act 1907. 
The new rules, which revoke section 
3 (b) of the Act, come into effect on 
eee rst. 










CERTIFIED ACCOUNTANTS’ 
VAT SEMINARS E 
The Association of Certified Accountants 
is holding a number of one-day seminars ` 
on value added tax during September- 
and October at the following venues: . 
London — The Connaught Rooms, Ge 
September 14th and 23rd; Birmingham — 
The University of Aston, September = 
27th; Bristol — The Royal Hotel, Sept- 
ember 28th; Manchester - The Midland. ` 
Hotel, October 7th; Glasgow — St Enoch © 
Hotel, October 14th. E 
The fee will be £12, including morning ` 
coffee, lunch and afternoon tea, and. 
further details may be obtained from the - 
Director of Information, The Association © 
of Certified Accountants, 22 Bedford 
Square, London WC1B 3HS. 


INDUSTRIALIST AS DISTRICT 
SOCIETY PRESIDENT 


The President of the Beds, Bucks and 
Herts District Society of Chartered 
Accountants for 1972-73 is Mr J. E. 
Burrows, F.C.A., a member with wide and 
varied experience. in the engineering 
Industry. 

Articled to Mr A. G. B. Gunn, F.C.A., 





of the firm of Blackburns, Robson, Coates 

& Co, Mr Burrows passed his professional 
examinations at the first attempt, and - 
was admitted to membership of the — 
Institute in 1955. For eight years he was, ~ 
successively, accountant and group sec- ` 
retary/accountant to Hawthorn Baker Ltd, 
of Dunstable, now a public company. 
His other previous appointments in- 





JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01-262 2473-8 
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` Vice-President: Mr L. C. Hopkins, F.C.A. 
` Treasurer: Mr J. S. Vincent, A.C.A. 


Secretary: Mr R. G. Field, F.AI.M.T.A., 16 
King Street, Luton, Beds. 


NORTH WEST SOCIETY S 

. RESIDENTIAL CONFERENCE 
The North West Society of Chartered 
Accountants. is. organizing its second 
_ residential conference at the University of 
Lancaster, from September 15th-17th, on 
the topical subjects of reform of corpora- 
tion tax, value added tax and aspects of 
_the Finance Act 1972. 

"The course director will be Mr Halmer 
pu Hudson, F.C.A., of Robson, Rhodes & Co, 
who will also be a speaker, together with 
| Mr Paul de Voil; B.A., solicitor, of Baker, 
Sutton & Co, and Mr Allan Cinnamon, 
COREGA., also of Robson, Rhodes & Co. In 
. "addition to the various papers to be 
-.. presented, ample time will be allowed for 
.. group discussions and question and 
` answer sessions. 

The conference fee of £25 is an all-in 
charge which includes documentation, 
- accommodation, meals, gratuities and an 
- informal guest-night dinner with wine. 
_ Applications from members of the Insti- 
_ tute outside the area of the North West 
Society will be welcome, but as the 

number of places is limited early appli- 
cation is advised to Mr W. Butterworth, 
Conference Secretary, North West Society 
of Chartered Accountants, 42 Garstang 
Road, Preston PR: INA. 














INSTITUTE OF. ACTUARIES ` 


The Council of the Institute of Aune 
announces that at the recent examinations 
held at 40 overseas centres, 38 candidates 


qualified as Fellows. Of these Fellows, 


22 were in Australia, 8 in South Africa, 
2 in Canada, 2 in India, 2 in New Zealand, 
and 1 each in Pakistan and Hong Kong. 
In addition, 24 qualified as Associates 
and 46 have become eligible for the 
Certificate in Finance and Investment. 


IN PARLIAMENT 
Companies Act 1948: Auditors 


Mr Ford asked the Secretary of State 
for Trade and Industry if he will recog- 
nize for the purposes of section 161 of 
the Companies Act 1948 a body consisting 
entirely of individuals authorized under 
section 161 (x) (5) of the same Act. 

Mr NoBLE: No. I would have to satisfy 
myself among other things that future 
as well.as present members of such a 
body would have qualifications sufficient 
to warrant their auditing the accounts of 
companies. 


Hansard, June 28th, 
Answers, col. 363. 


1972. Written 


European Economic Community 


Mr FoRp asked the Secretary of State 
for Trade and Industry how he intends 
to exercise his responsibilities under 
section 161 of the Companies Act 1948, 
following entry into the European Econo- 
mic Community. 

Mr NOBLE: It is too early to say. The 
EEC has not yet adopted any directive 
or promulgated any draft directive relat- 
ing to auditors' qualifications. 

Mr Forp asked the Secretary of State 
for Trade and Industry if, following 
recent exchanges within the Groupe 
d'Etudes des Experts Comptables de la 
CEE, he will make a statement regarding 
















ciplinary Committee — Hearing on 
&th April 1972 

peal Committee — Hearing on 5th 
y 1972 


er Arnold Lawton, A.C.A., of g Park 
nt, West Bromwich, hits 
ng been found guilty of an act or 
alt discreditable to a member 


n that he as auditor of a club 
hout good cause failed properly 
eport on the accounts of the 
r the year ending 3oth Septem- 
in accordance with Section 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES 


Disciplinary Proceedings 


9 of the Friendly and Industrial and 

Provident Societies Act 1968 as his 

professional duty required him to do 
Was REPRIMANDED. 


Disciplinary Committee — Hearing on 
21st March 1972 

Appeal Committee — Hearing on 5th 
July 1972 


Douglas Specter, a.c.a., of 515 Clifton 
Drive North, St Anne' s-on-Sea, Lan- 
cashire, 

Having been adjudged bankrupt 
was EXCLUDED from membership. 











` reciprocal recogniti 
accountancy qualifications 
European Economic Commur 

Mr Noste: I am aware th 
Groupe d'Etudes, which is not. 
governmental body, i is currently | st 
reciprocal recognition of accounti 
auditing qualifications; it woul 
premature for me to make any statem 
on the subject. | 


Hansard, June 28th, 
answers, col. 361, 
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CHARTERED ACCOUNTANTS’ | 
GOLFING SOCIETY 

Summer Meeting D 

The Summer Meeting of the Chartered. 
Accountants’ Golfing Society and their 
guests was held recently at Sunningdale 
Golf Club when the leading scores were 
as follows: : 


SINGLES 

Members Points 
W. B. Henderson (10), wins First 

Prize and Lord Mayor's Cup 

and RNLI Spoon (on last3) .. 38 
A. B. Green (4) wins Second 

Prize (on last 9) . 38 
A. W. Coleman (14), Wins s Third 

Prize 38 
D. M. Marriott wins Scratch Prize 32 
Guests 
T. Grimward wins First Prize .. 41 
P. Williams wins Second Prize 

(on last 9) 39 
Mr Coutts- Donald wins Third 

Prize  .. 39 


M. J. Sibbering wins s Scratch Prize 35 


FouRsOMES 


A. M. Milling (18) and W. H 
Spreckley (12), win First Prize 
and RNLI Spoons I 43 
]. Solkhon (12) and A. Eldridge | 


(10), win Second Prize (on 

last 9) 37 
R. C. Bennett (12) and E. T. Organ 

(16), win Third Prize... 47 


Match with IMTA 
The Society played a match against the 
Chartered Municipal Treasurers at 
Beaconsfield Golf Club on July 11th, 
which the GE accountants won 
by 5j matches to 24. Foursome matches 
were played both in the morning. and 
afternoon. 


THE BRITISH COMPANY 
AND EUROPE 


The two-day conference on "The British 
Company and Europe’, to be held jointly 
by The Institute of Chartered Account- 
ants in England and Wales and the 
Financial Times, wil take place on 
December sth and 6th at the “Inn on the 
Park’, London, and not December 7th 
to 8th at the Hilton Hotel as originally 
announced (The Accountant, June 22nd). 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 


Valuers of Industrial Properties 
Plant and Machinery 
Fire Loss Assessors. 


20 Hanover Square, London wir 04H Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 app Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 





The British Association of Accountants 
and Auditors Limited NE 





Associate membership is open to those who have been successful 
dn passing the prescribed examinations and who have, in addition, ` 
not less than five years” approved accountancy experience. A 
- Syllabus containing the Objects and Qualifications for Membership 

_and particulars regarding the examinations can be obtained from the 

Secretary. 


- The British Association of Accountants and Auditors Limited 
Stamford House, LONDON W4 1TP PT 
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` .Compare with others! You MUST buy on specification 









comparisons! SHOPERTUNITIES bring you World's (4 | 
greatest value ever. Not a mini model with quality sacrificed! 
n the prina is E designed dan 
esk model — sturdily built for years of service yet easily a 
portable, ‘Unrepeatable! Brand new. Fantastic scientific ` MAKE NO MISTAKE NOT BUILT DOWN 10 A me 

electronic calculating machine. Recommended list price 
. £99! A product of world. renowned Japanese high precision je FAMOUS 
: engineering! AC 220-240v. or Battery operated. Just I MAKER'S 

switch on and' you've got your own super Chartered Lesch BR LA E A 

Accountant at your fingertips — and IT never gets tired! ' 
` When the phone rings — make ‘split second’ calculations so , 

easily even on the most complicated commercial statistical l 

questions and know you have the exact answerl it could save 

you a fortune! Don't wait for additional complications of 

Value Added Tax to boost demand and increase price — seize 

this opportunity ¡NOW! The performance of this sen- 

sationalimachine.compares with models that once cost LÀ. A 2A LE LEA A. 

up to £200! Cope effortlessly with the most complicated 

calculations and fractions of all descriptions! It adds, subtracts, HA ZS GOT £ THING 4 

multiplies yide (all ‘basic calculations and mixed cal- E 

culatio oes.in-seconds whatit normally takes hours to JUST ABOUT A a E SEEEET 

do! Sion ush-button operation. Results in a flash, 

clearly Visible-on ‘clear view" “illuminated indicator! em 

Automática credit. balance’ (with minus sign)! Floating 

decimal polnt- —Aip to: 7 decimal places OR CAN BE SET I TERY 

TO OPERATE-TO “NEAREST 2 OR 4 DECIMAL {3% M AIN S | 

PLACES! Calculations to just one short of 100,000,000! 

(Automatic overflow. indicator when input or answer. exceeds C dc ici 

8 digits). Overall size EC 43X i} in-approx. So compact. AC D 
` and light you can take it from room to room - even on 
` journeys or abroad, With A.C. Adaptor (just plug in and 

it cuts out Battery operation), Set of Standard Batteries, 

Written Guarantee and simple instructions (also U.K. 

After Sales Service). EVEN LESS THAN PRICE TO A 

WHOLESALER! Yes, send. only--£43:25 including car- A 
. riage etc. (no more to pay) aid. test on 7 day mail order 


approval. You'll know in 7 secondk you "ve the investment of a CONSTANT 
lifetimel Refund if not delighted.. A 










to Uxbridge Rd or call at either store. * vm NS : AA | 
EEN B DIGITS Aus... >. VO 6 farra 
AA MISS REE. IPAE 
| aaa ni NL D $8 e cena 
TT TOMES A FLOATING DE o] S JURE 
+ BATTERY LEVEL INDICATOR! h ET. 
Dent ACICALCULATOR 164 UXBRIDGE RD (acing Sie HMM e 0 EXTRAS TO BUY! ! zd ag 


27 HIGH HOLBORN (opp. Chancery: Lane), LONDON WC1 l 
(Thurs.7). BOTH STORES OPEN MON. - SAT, - ? a.m. -6 pm. ORDER BY POST TO UXBRIDGE ROAD, OR. CALL AT EITHER STORE ! 


YOUR WAY TO SUCCESS p 


as a QUALIFIED ACCOUNTANT | 





The School of Accountancy Look at this outstanding examination 
& Business Studies offers you ` success record .... 

specialist home-study courses for . Over 29,000 passes in English, ` 

the examinations of ` | Scots and Irish C.A. examinations . 
The Institute of. mE Over 20,000 passes in the 
Chartered Accountants . SR A.C.A. examinations 

(English, Scots and Irish) Over 18,000. passes in the l 
The Association of Certified I.C.W.A. examinations 
Accountants SW Many à non-examination courses including 
The Institute of Cost and l o Computer Programming, Taxation, 


Investment, Book-keeping and Accountancy. 
Cost Accountancy, Management Techniques. 


The School of Accountancy am 
& Business Studies EST. 1910 ` as z idi d 


* Accredited by the Council for the Accreditation.of Correspondence Colleges 


Management Accountants. 





Ë * Member of the Association of British. Correspondence Colleges wn w w m mm em em mm Ó mem pen w - 
i Your way to success starts here! POST THIS COUPON TODAY l 
p OO | 
Subject DEE 
| The School of Accountancy & | Sn e |] 
Business Studies 7 z "EE" I Name... m ——— 
| 107 Regent House, Stewards Road, London SW8 4UJ | Addre ' | 
Or ; - Tel 01-720 1983 . A dee Ee EEN ————— 
4 107 Regent Houso, 341 Argyle Street, Glasgow G2 8LW Tel. 041-221 9996 et d 
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[could tell | 
|Accountants| 
ja thing 





jor two! 


Not arrogance. 


[he operative word is ‘tell’. 
A Centrum voice - projection 
unit on your desk could tell 
you a lot. Who's doing what 
and where. Centrum could tell 
you in a flash all you need 
to know about your organi- 
sation. Keeps you in touch. 
Yes, really in touch. Your own 
voice commands attention as it 


is projected from the Centrum 
ünit. Right across a room. And 
work needn't stop to give 
you the answer, a filing clerk 
up a ladder, a draughtsman in 
full draught, a busy loading bay. 
Here's telecommunications at 
its efficient best. Centrum, per- 
fected by the vast worldwide 
Ericsson group, comes in 
dozens of variations to suit 








More Information ? 
Shoot back the coupon. 


Centrum Division Swedish Ericsson 
Telecommunications Ltd., 
Viking House, Foundry Lane, 


` Horsham, Sussex. Tel: Horsham 64166 


Member of the world-wide Ericsson Group 
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any organisation from: neat 
little “' series for 2 to 8 
extensions up to the fantastic: 
AKD 461 that can have as 
many as 450 stations. Every 
Centrum system is planned by 
our experts to meet specific 
needs, instruction is available 
through the Centrum Training 
Division. Next move ? Speak to 
Centrum. (Tel: Horsham 641 66} 
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The Association’s Second Tier 


X 


NE of the main proposals in the ill-fated scheme for 

the integration and development of the accountancy 
profession in Great Britain and Ireland was the creation of 
a second-tier qualification for accountancy staff who had 
not achieved the standard of general education required of 
candidates for the higher level examinations or who did 
not wish to pursue their studies to this depth. 

Since the collapse of the integration scheme the 
participating bodies have been busily engaged in pursuing 
their own individual policies for future development and 
there is a notable measure of unanimity among them about 
the need for a second Ger. The English Institute's Policy 
for Education and Training document disclosed its Council's 
intention of making provision for an 'accounting technician' 
grade within its structure, subject to the necessary changes 
in the Charter and discussions with the district societies. 
Members of The Institute of Municipal Treasurers and 
Accountants have already given approval for the creation 
of a similar category, although not within the corporate 
membership, and The Institute of Cost and Management 
Accountants is currently in the throes of consultative dis- 
cussions with members on future policy in this respect. 

Now, this week, The Association of Certified Accountants 
has disclosed its hand with the announcement of its 
intention to set up its own second-tier qualification 
embodying similar features to those in the schemes which 
have already been publicized. However, the Association’s 
approach to the problems inherent in the creation of a new 


membership category has been to form a separate body, to’ 


be known as the Institute of Accounting Staff, to which 
the new ‘accounting technicians’ will be admitted on quali- 
fication but which will at all times remain under the control 
and administration of its parent body. 

One of the major concerns of the Councils of the various 
bodies in considering the pros and cons of a second-tier 
qualification is the application of disciplinary procedures 
to the potential accounting technicians. It would be 
difficult, indeed, to justify granting any form of practising 
rights to these junior members and it is by no means clear 


how they would stand in relation to existing disciplinary 


procedures which have been formulated in the context of 
a single-tier grade of membership. It may be, therefore, 
that the Association's decision to form a separate junior 
body does to a large extent overcome some of the potential 
difficulties in this respect. Such a formula was, in fact, 
adopted by the Australian Society of Accountants when 
setting up its own second-tier organization several years 
ago — the Institute of Affiliate Accountants. 

In the circumstances of the proposed integration scheme 
for the whole profession, the concept of a second-tier 
seemed to be an appropriate solution to the problems of 
many smaller practising offices that were faced with the 
possibility of being unable to recruit articled clerks as the 
enlarged Institutes moved rapidly towards the declared 
objective of an all-graduate intake. Whether this same 
formula is entirely appropriate to the present situation, with 
each body going its own way on matters of recruitment and 
training, seems to be debatable. > 

The English Institute’s policy document indicates that, 
even if a trifle reluctantly, it is prepared to accept appropri- 
ate Ordinary National Certificate courses in business 
studies as an initial bench-mark for the qualifying exami- 
nation for its second-tier clerks — with discussions with the 
education authorities to follow later to persuade them to 
provide facilities for extra subjects such as auditing and 
taxation. The ICMA’s consultative document also envisages 
accepting the ONC and OND examinations as an equiva- 
lent yardstick — with the addition of its own examination 
to cover specialized subject areas. 

The Association’s preliminary announcement gives no 
indication at this juncture of how it proposes to define its 
second-tier qualifying examinations, but it is to be hoped 
that when it does so its proposals will be such that there 
will be no difficulty in fitting them into the present structure 
of educational facilities. The failure of the integration 
scheme has done nothing to assist in bringing about a 
rationalization of existing teaching resources and the 
present tendency towards a proliferation of 'second tiers' 
is a matter of concern for everyone who has the develop- 
ment of the profession at heart. 
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peu of a company from providing financial 
assistance for the purchase of its own shares has been a 
fundamental feature of United Kingdom company law for 
many years; as an obvious corollary to the principle of 
limited liability, the rule 1s directed against improperly 
diminishing the fund to which creditors are entitled to look 
for their security. The current legislation is to be found in 
section 54 (1) of the Companies Act. 1948, which states 
(so far as is presently material) that: 


‘Subject as provided in this section, it shall not be lawful 
for a company to give, whether directly or indirectly, and 
whether by means of a loan, guarantee, the provision of 
security or otherwise, any financial assistance for the purpose 
of or in connection with a purchase or subscription ... of or 
for any shares in the company.’ 


A case recently brought before the Supreme Court of 
New Zealand under section 62 of the New Zealand 
Companies Act 1955 (which is in identical terms with 
section 54 above) turned on the question of whether pay- 
ment of a dividend constituted ‘financial assistance’ — a 
point which, it was stated in the course of the judgment, 
does not appeat to have been previously considered by the 
Courts either in New Zealand, the UK or Canada. 

Following a successful take-over bid, for a consideration 
partly in shares of the offeror company and partly in cash, 
the offeror proposed to procure the payment by the offeree 
company of a dividend of $(NZ)3,000,000 from its pre- 
acquisition revenue reserves, which the offeror company 
would then apply in discharge of its own cash obligation. 
Two dissident directors of the offeror company applied for 
a declaration:that the proposed transaction was in breach 
| of the section, although by the time the matter came to trial 
they had resigned their directorships and offered no 
evidence. ` 

The judgment of Gene J, in re Wellington Publishing 
Company Lid recognized that the words of the section were 
very wide, but that they were not for that reason to be 
given unlimited «application, or a strained and unnatural 
application: "Though payment of a dividend could not be 
regarded as ‘a loan, guarantee or provision of security’, the 
words ‘or. otherwise’ remained; and would presumably 
include transactions of any kind. 

However,. any transaction which was being considered 
must be of a kind giving ‘financial assistance’ — an in- 
definite expression, and one which could not be regarded as 
applying, in normal experience, to the payment of a divi- 
dend. Such payments were part of the normal functions 
of a company, and. payment of a dividend to a shareholder 
was not to be regarded as ‘financial assistance’ to the share- 
holder. The revenue reserves of the offeree: company in 
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Dividend Not ‘Financial Assistance’ 


this case were available for dividend, and the offeror was 
proposing only to use money to which in any event it was 
entitled as a shareholder. 

Reviewing the authorities, Quilliam, J, found that the 
majority of previous ‘take-over’ cases either related “to 
loans which were plainly within the words of the section, or 
else were of limited significance on their particular facts; 
he could find ‘no principle which can be said to relate 
directly or by implication to the payment of a dividend’, 
nor did any of these cases contemplate a situation corres- 
ponding to a dividend. There was no prejudice to minority 
shareholders; in the present case there were none, the offer 
having been accepted by 100 per cent, but had there been 
any, they would have received their proportion of the 
dividend in the normal manner. Creditors were protected 
by the continuing excess of assets over liabilities which 
would remain after payment of the dividend. | 

The Court also rejected the argument, by counsel for the 
Crown as amicus curiae, that regard should be paid to the 
claims of possible future creditors. Provided that a com- 


. pany had a reasonable margin of assets over liabilities, it 


would be unrealistic to say that it should never make a 
financial move which might involve inability to. meet the 
claims of creditors who might appear only at some in- 
definite time or not at all What was proposed in the 
present case was a normal and proper application of funds 
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which could not be regarded upon the facts às constituting 
“financial assistance’ within the meaning: of the section. 
This New Zealand decision, on an enactment identical 
to the UK section 54, is likely to attract the interested 
attention of company law reformers. It certainly lends 
‘strong support to the findings of the Jenkins Committee 
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that section 54, as now framéd; was ‘an: occasional: err- 
barrassment. to the honest withoüt-being a serious ih- 
convenience to the unscrupulous’, and that the section 
should be recast to make it clear that neither the payment of 
a dividend nor the discharge of any. other lawful Se) 
should be regarded as giving “financial assistance". : 


xi. 
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The Advent of VA T 


\ 

WEE the passing into law of the 

Finance Act 1972 at the end of 
‘last week, the Department of Customs 
and Excise launched their long- 
awaited value added tax information 
and publicity campaign. Last Friday 
the newspapers, on resuming pub- 
lication, carried advertisements to 
inform the business community of the 


Department’s time-table of plans for . 


the introduction of the tax on April 
ist next year. Already an eight-page 
leaflet entitled VAT in Small Shops 
and Businesses has made its appearance 
in post offices throughout the country. 
This sets out the essential features of 
VAT in terms which are simple but 
sufficiently comprehensive for im- 
mediate requirements. 

The leaflet discusses whether volun- 
tary registration is desirable for those 
whose turnover in taxable supplies of 

.goods or services is not more than 
£ 5,000 a year. Names which head the 
alphabet will need to make up their 
minds more speedily than those 
scheduled to register in November, 
December or January next. Many more 
retailers will be faced with the choice 
of the special scheme most appropriate 
for traders whose turnover includes 
both zero-rated and 10 per cent goods. 
Four schemes have been devised to 
allow gross takings to be allocated in 
proportion to purchases, and the 
choice of scheme.has to be recorded 
on registration. However, the relevant 
information will not appear until 
"September, although registration com- 
mences in October for the initial 
letters A, B and C. 

'The proposed postal distribution to 
some 1:4 million traders of two 8o- 
page booklets (with registration forms) 


is imminent. À particular feature will 
be the supply of reply-paid cards, and 
subsequently press coupons, to en- 
courage traders to secure more special- 


ized information. Additionally, those - 


organizing conferences and discussion 
groups may be able to avail themselves 


of display units, a 16 mm. colour film: 


or even a departmental speaker and 


the first of a series of VAT Bulletins: 


will be issued shortly for distribution 
through representative associations. 


Negligence Damages 
Set Aside 


AN award of {£30,000 damages for 
professional negligence, made 
originally against Mr Alfred John 
Heald, F.C.A., and his firm, Baldwin 
& Co (The Accountant, July 22nd, 
1971) was set aside in the Court of 
Appeal last week. The accountants, 
said Lord Justice Orr, had done all 
that was required of them. 

The case arose from the fraudulent 
conduct of the managing director 
of two companies for whom Baldwin 


& Co acted professionally, who had 


procured cheques on the companies’ 
account for settlement of his own 


‘private transactions. Mr Heald, as 


secretary of the company, had drawn 
these cheques but had pointed out to 
the co-signatory directors that no 
invoices were produced in support. 
The question of whether Mr Heald 
and his firm should have gone further 
than, in fact, they did and reported to 
the full board that the managing 
director had been asking for un- 
vouched cheques, was regarded by the 
Court as “only minimal. 


_ According to the evidence, the 
directors generally relied on Mr Heald 
and his firm as ‘their ‘watchdog’ 
rather than acquainting themselves 
with the companies’ business. ‘The 
defaulting managing director had in-. 
volved himself with financial control 
and clerical work to an unusual 


extent; had he been challenged at a 


board meeting, he would — as the 
Court found — have been able to 
deceive the other directors by one 
means or another. l 

. The companies were refused leave to 
appeal to the House of Lords. 


‘Municipal Treasurers’ 


Examinations 


HERE were 1,668 candidates for 
the May examinations of The 
Institute of Municipal Treasurers and 
Accountants, of whom 670 (40 per 
cent) were successful. 
In Part I of the Final, 639 candidates - 
sat and 273 (43 per cent) were success- 


ful. In Part II there were 467 candi- 


dates, of whom 191 (41 per cent) were 
successful. A total of 562 candidates 


sat for the Intermediate examination 


and 206 (37 per cent) passed. x 
Places and prizes will be awarded 


.on the combined results of these 


examinations and those to be held in 
November. The names.of the success- 
ful candidates in the two parts - of the 


Final, together with a.summary of the 


results, appear on other pages of this 
issue: ! 


insuring Private 
Investment Overseas 
NSURANCE of new overseas in- 
vestments by British, companies 

against the risks of expropriation, war 


damage, or restrictions on remittances 
is now available from the Export 


` 


a 


a 
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Credits Guarantee Department (The 
Accountant, February 17th). The 
scheme aims to contribute to the 
development of the economies of the 
less developed world and, at the same 
time, to benefit Britain by encouraging 
‘investment overseas. 

The insurance covers equity invest- 
ment in an enterprise, which may be 
either direct investment or substantial 
portfolio investment, and loans or 
guarantees of loans. Cover is for 15 
years, at a premium of 1 per cent per 
annum on the current insured amount. 
Under a clause in the Finance Bill, 
premiums will be an allowable expense 
for tax purposes. 

Mr Robert Fell, secretary of ECGD, 
said last week: “We are now open for 
business, and it is up to British traders 
and investors what use they make of 
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‘the scheme. There has already been 


an encouraging response, which leads 
us to hope it will achieve its aim of 
stimulating investments profitable both 
to the host country and ourselves.’ 

ECGD has so. far received about 
140 specific inquiries for investments 
worth some {45 million. Roughly half 
these inquiries (63) are for projects in 
Africa; 29 are for Central and South 
America, 28 for South Asia and the 
Far East, 11 for the Middle East, and 
7 for Europe. 


Datafair 1973 


A Datafair 1973 does 
not take place until April roth- 
12th, 1973, at Nottingham University, 
a large area of the available space 


has already been booked. There will 


Tax Advisory Services 


A QUESTION from Mrs. Sally 
Oppenheim (Cons., Gloucester) 
to the Chancellor of the Exchequer in 
the Commons last week, seeking the 
appointment of tax advisory officers 
‘to deal with the queries of people who 
cannot afford’ the services of an 
accountant’ (The Accountant, July 
20th) provoked a perfect’ barrage of 
oral supplementaries in Parliament 
last week. Several MPs were evidently 
anxious to ventilate their own experi- 
ence of contacts: with «the Inland 
Revenue on. behalf of their Son 
tuents. 


Mrs Oppenheim claimed: that the 2 


problem had been exacerbated in 
recent years by the dispersal of tax 
inspectorates, so that taxpayers — 
including the elderly and those on 
limited incomes — found themselves 
dealing with very remote offices, and 
sometimes with more than one office. 
Meanwhile, she ‘asserted, allowances 
and reliefs were not being offset in 
the most advantageous way against 
income, and thousands of people 
were paying more tax than was 
necessary. 

Mr Richard Crawshaw (Lab., Liver- 
pool, ‘Toxteth) alleged cases of ‘real 
hardship’ to. persons out of work or 
reaching retirement age, whose claims 
for tax. rebates that were due to them 
- seemed to be met by-a *wall'of silence’ 


4 


which surrounded the Treasury. Mr 
Fred Evans (Lab., Caerphilly) claimed 
that every MP's post-bag included 
cases of inordinate delay on the part of 
the Inland Revenue, which was pro- 
ductive of quite as much hardship as 
was caused by the remoteness of tax 
offices. 

For the Treasury, Mr Nott replied 
that the Inland Revenue was carrying 
out an extremely good job in difficult 
circumstances, in view of the vast 
number of taxpayers. 
Revenue staff were under instructions 
to 'assist the public by all reasonable 
means in fulfilhng their obligations 
and obtaining their rights’, and to give 


every possible help in cases of genuine ` 


bardship. The Department was press- 
ing ahead with the establishment of a 
chain of local inquiry offices, so of 
which were already in operation. 
Dame Irene Ward (Cons., Tyne- 
mouth), apparently with a particular 
case in mind, asked why the Treasury 
so often disputed the views of the 
Parliamentary Commissioner in 
Revenue matters. Replying, Mr Nott 
pointed out that weight was obviously 
given to the views of the Parliamentary 


‘Commissioner, but that it had never 


been intended that the Commissioner’s 
judgment should necessarily take 
precedence over that SS the responsible 
Minister. 


All Inland. 
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be greater facilities than previously 
for industrial presentations, special 
care being taken that these are con- 
veniently placed for those attending 
the event and not spread haphazardly 
over the university campus, which 
complainants thought was the case 
last year. 

Innovations for Datafair 1973 will 
achieve a concentration of activities 
in three days instead of the former 
five days, a grouping of various 
presentations by manufacturers , of 
products and services, and improved 
Exhibition Hall arrangements. The 
decision to stage industry groupings in 
specific buildings has proved par- 
ticularly popular. 

The British. Computer Society ex- 
pects to present about roo symposium 
papers under some 50 headings, and 
already there has been a gratifying 
response to the call for papers. "There 
may well be some 200 papers to make 
final selections from’, said Mr R. H. 
Tester, of the BCS recently, ‘if all 
prospective authors keep their pro- 
mises.’ 


Actuaries in Dispute 


‘with V € G Tribunal 


J s advice given to the 
Vehicle and General Insurance 
Company, particularly in 1963 and 
1964, has led to a difference of 
opinion between the tribunal of in- 
quiry, whose report was debated in 
Parliament earlier this year (The 
Accountant, May 11th), and the In- 
stitute of Actuaries. The Institute is 


. particularly critical of the manner in 


which the tribunal appeared to cast 
doubt upon professional advice given 
to V & G by their consulting actuaries, 
who were not allowed an opportunity 
to attend and to justify their conclu- 
sions. 

- Of more general concern to actuaries, 
according to a statement issued by the 
Institute last week, is the tribunal’s 
‘coolness towards or even rejection of, 
actuarial methods which involve sys- 
tematic statistical analysis of án in- 
surance company’s operations, and 
their more ready acceptance of some- 
what superficial and undiscriminating 
methods involving the application to 
one company of various ratios which 
might be calculated from figures 
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present in the accounts of another 
company. It is the opinion of actuaries 
that the latter approach offers no 
solution to the problem of verification 
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cedure, but the Institute of Actuaries 
feels that the position can be con- 
siderably improved by the involvement 
of the actuarial profession. 
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Dearer Mortgages? 
T. net inflow of funds to building 


societies is now falling away and 


by a supervisory authority of technical 
reserves in non-life insurance’. 

A memorandum has now been 
submitted by the Institute to the 
Department of ‘Trade and Industry, 
referring to the problem of determin- 
ing the financial status of non-life 
insurance business, and stressing the 
need for the application of actuarial 
techniques to achieve proper com- 
parison between assets and liabilities. 
The Institute's examination syllabus, 
it is pointed out, has for many years 
included the statistical techniques 
necessary for premium assessment and 
claims estimation, which could be used 
to supplement audit control. . 

The nature of insurance business 
may be such that reserving can never 
be a wholly objective statistical pro- 
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by Smethurst 


EITHER WAY I HOLD . 
THE CASTING VOTE 





withdrawals are beginning to mount, 
according to Mr Stanley Morton, 
Chairman of the Building Societies 
Association. Speaking in London on 
Monday of this week, Mr Morton said 
that the Council of the Association was 
concerned at this trend and proposed 
to call a special Council meeting on 
August Ooth. It therefore appears 
virtually certain that there will be an 
increase in mortgage interest rates 
charged to borrowers and, of course, 
a lift in the rates paid to depositors. 

Although the increases likely to be 
recommended by the Council are still 
open to conjecture, there is a strong 
body of opinion which takes the view 
that there is likely to be a rise in the 
mortgage rate to a record 8$ per cent 
against the present 8 per cent. 





THIS IS MY LIFE 


Daughters of the 


Revolution 


by An Industrious Accountant 


| WAS dictating a most important report on the vexed 
subject of replacement-cost depreciation to my invaluable 
private secretary when I noticed that her pencil had ceased 
to move. She was gazing with a dreamy smile at the op- 
posite wall, itself a dull-coated item of doubtful aesthetic 
appeal, and at least two paragraphs of my financial wisdom 
had been lost almost irretrievably. A harsh cough seemed 
indicative. . 
. She surfaced with a start, twisted her engagement ring 
absent-mindedly, and was suddenly all watchful-eyed 
attention. She wasn’t satisfied, she said, with what she was 
going to get from the pension fund when she left us. She’d 
told her fiancé about it and he'd said it was a swindle. 

_I soothed her paternally. After all, delirious though she 
appeared, she'd been a wonderful IPS for years. She'd 
have a choice, I. told her, like everybody else. She could 
have at age 60 whatever pension she'd earned to date, 
without any discount deduction whatsoever. . 

‘She interrupted me sharply. Really, these girls de- 


teriorate sadly when orange blossoms loom up ahead. 


What she’d earned to date was little enough, she protested, 
but in thirty-four years’ time it wouldn’t pay her bus-fares 


and besides we might all be dead by then. Why couldn’t 
she have it right away? It was little enough, goodness 
knows, and the fund wouldn’t miss it. Besides, she should 
really get lots more for being the secretary’s PS. 

I saw her point. It wasn’t new. Early-retiral employees 
have said it often over the years. The logical answer was 
that the pension was small because she’d only seven years’ 
service and it needed the interest building up in future 
decades to fund it. If she didn’t like it, she had the other 
option, to take a refund of her contributions with interest. 

Her fiancé, she said tartly, had said that that option was 
another swindle. The Company was very mean, keeping 
all the money it had paid in for her over those seven years. 
It was making a big profit every time a girl retired; besides, 
the refund was taxed before she got it. 

I was getting ruffed. That retention arrangement arose 
because the Company was willing to provide old-age 
pensions but didn’t see why it should have to shell out 
when junior employees walked off early, I told her. She 
said it was an insult to women. It didn’t apply to the men 
because these smug hounds stayed on, but the poor girls had 
to leave so they were discriminated against. It was a shame; 
there should be special marriage gratuities for girls, 
considering what fridges were costing, her fiancé said. 

By coffee-break, the offices were ringing with shrill 
complaints and denunciations: Poppy and Ivy went home 
with migraines, leaving the switchboard in chaos, and 
Violet in Dictaphones lost all the morning’s belts. The 
tabulator jammed in punch-cards and the Xerox went on ` 


-the blink; Daisy lost the canteen keys, a full mailbag 


missed the post, and my IPS sent in a doctor’s.certificate. . 
An emergency directors’ meeting has just been convened. 


The subject is ex gratia retiral benefits. 
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Outline of the German System 


by R. I. NIEHUS, Wirtschaftsprüfer und Steuerberater 


TEE adoption of any concept of VAT immediately 
gives rise to many questions, of which some of the more 
important are: 


(a) Shall there by any exemptions? 
. (b) Shall there be exemptions for small businesses? 


(c) How shall the tax be treated in the.case.of additions to 
fixed assets? 


Taxable transactions in Germany 
There are three categories of taxable transactions in West 
Germany: 


(i) Sales of goods and services by a trader — provided the 
transaction takes place inside the Federal Republic 
of Germany. 

.(ii) Private consumption, i.e., goods or services bought for 
a business, but ultimately put to private use. 

(111) Imports, on which VAT is to be calculated on the value 
of such goods as established for customs duty. 


This means that the tax base may deviate from the invoice 
amount, and in practice frequently does (for instance, sales 


to affiliated companies). It includes the customs duty and. 


any consumer taxes (but not the import VAT as such) 
as well as any import ‘levies and sparkling wine taxes, 
wherever applicable, and finally transportation costs from 
the border to the first place of destination in Germany. 

The input tax owed for a month (the “normal interim 
assessment period’) may be deducted from VAT payable 
in respect of that period. If the agreed price is reduced 
subsequently — if, for instance, a customer did not pay the 
full amount or was granted a rebate or a discount — a 
proportionate deduction may be claimed in the following 
interim assessment period. 

"The deduction for input tax has to be made, in principle, 
for the month in which the input tax was charged to the 
trader. In other words, it applies to purchases made and 
services received during a certain period regardless of 
whether payment therefor has been made in the same 
period or not. 

The right to deduct input tax is available regardless of 
. whether the respective goods have been resold or are still 
being held in stock. In other words, a claim for refund of 
input tax may be made even if there were no sales what- 
soever in the respective period. Thus, in some businesses 
VAT offers a means of improving the cash position. 


If the credit with the fiscal authorities exceeds DM1,000 ` 


The substance of an address to a management group of W. D. & H. O. 
. Wills Ltd, Bristol 


in a given period, a refund may be claimed. Smaller amounts 
are carried forward to be set off the following month 
(or paid out if in excess of DM r,ooo net), or ultimately 
when the annual return is filed 

The basic condition of the German VAT system is that the 
person charging the VA'T must be a trader. 'lax charged 
by a private, person, even if set out separately, cannot be 
deducted as input tax. 

As may be imagined, the question “Is he a trader?’ or “Ts 


it a business transaction” is constantly asked; and a multi- 


tude of regulations and Court cases have dealt with this 
problem. 
Germany, from the start in 1968, went for the ‘dual’ 
system. The tax rates now are rr and 5:5 per cent. 
Exemption runs counter to the principle of equal treat- 
ment of all goods and services at each stage on their 


' way to the end-consumer. An unequal treatment leads to a 


lower deduction of input tax. If one transaction is tax- 
exempt, a cumulative incidence is created at the following 
stage which will offset the advantage of the exemption at 
the prior stage, because the tax exemption results in a 
lower input tax and consequently in a higher, tax payable. 


Consequences of exemption 


Generally speaking, the negative consequences of 
exemptive transactions within the system of a VAT may 
be summarized as follows: 


(1) The tax charged on to a.taxpayér who in turn is exempt 
from VAT no longer has the character of a transitory 
item because it cannot be charged on to the latter’s 
customer. It becomes part of the purchase price and, 
consequently a cost item. 

(2) The exempt taxpayer has to andes in his cost the tax 
charged to him. Consequently, the tax is included in the 
basis on which VAT is levied by the receiving business, 
and a cascading effect is created. 

(3) The recipient of goods or services from an exempt 
taxpayer does not obtain an input tax credit although the 
prices charged to him include VAT. This, of course, 
has an effect on his competitive position. 

(4) If tax exemptions have been granted at one stage, there 
is always a cascading effect at the next following, non- 
exempt stage. - 


Since the whole law as far as the incidence of tax is 
concerned centres around the ‘country of destination’ 
principle, it is possible that competitive goods from abroad 
will not have been burdened with VAT. Therefore, export 
sales are relieved from VAT. It is only logical that the same 
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should apply for processing carried out inside Germany 
for the account of a foreign business, because this is tanta-. 
mount to the export of processing cost. 


Additions to fixed assets 


Naturally, goods purchased as additions to fixed assets are 
also burdened with input tax. This ordinarily would 
increase the cost of such assets. With a VAT system, it 
would be only logical to allow a full deduction of this 
input tax. Otherwise VAT included in fixed assets would 
remain a cost item, since depreciation included in the sales 
price contains part of this tax, and thus a cascading effect 
would result. In other words, this particular tax would no 
longer be transitory in nature. 

In Germany in 1968, however, such a deduction would 
have meant a heavy loss in national revenue at the. time 
when the new law took effect — January rst, 1968. The 
original Bill provided for a ‘pro rata’ deduction, that is, 
according to the service life of the underlying fixed assets. 

Representatives of German industry at that time pointed 
out that such a procedure would be extremely com- 
plicated, as it would in fact mean the introduction of 
separate accounting for something like additional deprecia- 
tion. Moreover, relief from VAT on fixed assets would be 
geared to the not-infrequent disputes with the tax authori- 
ties over depreciation rates and useful service lives. 

These arguments prevailed. The new law provided for 
immediate deduction of input tax. However, in order to 
prevent too heavy a drain on government revenues, a 
‘quasi-investment’ tax was introduced as follows: 


8 per cent of all additions made during 1968; 


7 per cent _ 1969; 
6 per cent ii j ) 1970; 

4 per cent d ji ii 1971; 
2 per cent " S É 1972; 


and zero thereafter. 


- It follows from the whole system of VAT that goods 
purchased for business use (and which thus gave rise to 
an input tax deduction) must be subjected to VAT if used 
privately by the owner of a business; otherwise the prin- 
ciple of equality under the tax law would be violated. 

This applies not only to goods applied to private use, 
but also. to the use of business assets — for instance, cars. 
If, in accordance with income tax rules, a certain amount is 
charged to the user of the car for private use, VAT should 
be included therein. This means, under German law, a 
mark-up of 11 per cent of the cost of such usage. 

Another peculiar feature of German tax law is that 
certain expenses (such as hunting licences, hunting lodges, 
yachts, etc.), are not deductible for income tax purposes, 
although they may have been intended for, and may have 
been solely used by, business associates. These trans- 
actions are also burdened with 11 per cent VAT. 


Small traders 


Thus a trader who, as the owner of a business, incurs 
such expenses is treated as if he purchased the respective 
facilities from a third party in order to be able to make 
‘them available to his business friends. However, VAT 
included in such expenses qualifies for input tax relief. — 
Originally we had a cascade tax system in Germany which 


meant that, on principle, all sales were subject to a turnover ' 
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tax rate of 4 per cent. The changeover to VAT not only 
brought with it a lot of difficulties and new problems, but 
also meant an educational and indoctrination process. 
This is particularly difficult with small traders, who may 
be good businessmen but who are bad accountants and 
not tax experts at all. This the government realized. 

Traders whose net sales per annum do not exceed 
DM6o,ooo are still subject to the 4 per cent tax. However, 
they can opt to become subject to VAT — a significant feature 
if they sell to other businesses which are not VA T-exempt. 

All small traders get an exemptive amount per annum. 
of DM:2,ooo as long as their annual net sales do not 
exceed DMao, ooo. If their annual sales are higher, the 
exemptive amount of DM12,000 is reduced by thrée-fifths 
of the excess amount over DMao, ooo. TE 


Input tax Bi due ac 


The input tax deduction is the heart of the ces dts 
purpose is to transform the gross turnover tax system into’ 
a net system. It may be called the 'neutralizer', and if the 
provisions dealing with input tax deduction do not prove 
to be easily operable the whole law will be a failure. 

A German government official recently claimed that, 
so far as the deduction of input tax is concerned, Germany 
had shown a very liberal attitude. While the second EEC 
tax harmonization regulation, in fact, would have permitted 
a restriction of input tax claimable in a case where private 
aspects of a transaction were also involved — even though 
these may not be determinable exactly — Germany so far 
has decided to take no advantage of this regulation. 

Input tax, in order to be deductible, must have been 
charged by another trader. ‘The German fiscal authorities 
are of opinion that, in case of doubt, the taxpayer who 
wants to claim an input tax credit must ascertain whether 
or not the person or firm sending him the invoice is entitled 
to set out VAT separately; in other words, he must find 
out whether he is dealing with a trader. On the other hand, 
the taxpayer is not obliged to examine whether or not 
VAT charged to him has been calculated correctly. ‘This 
seems to be in line with the rationale of the law whereby 
input tax is a transitory item which from a government 
point of view, offsets the incorrect amount of tax paid 
by the supplier. 

Complications may also arise over. Gap of input 
tax in cases where one single business has both taxable 
and tax-exempt zero-rated transactions. No Input tax 
deduction, of course, is available to the extent to which it 
relates to deliveries and services, and to the import of 
goods, which the taxpayer uses for non-taxable trans- 
actions. Nevertheless, input tax credit may be claimed 
for the following tax-exempt transactions: 

(1) exports; 

(2) supplies to ships in foreign trade; 


(3) processing and other services for foreign customers; and . 


(4) transportation of goods beyond the border. 


Three methods of allocation are permitted : 


(x) to allocate the amount of input tax in relation to taxable 
and non-taxable sales into a deductible and non-deductible 
portion; or 


(2) to allocate input taxes to those transactions to which 
they actually relate; or 
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(4) to allocate only so much of the input tax as is not readily 
allocable between taxable and non-taxable transactions. 
This means that a proportionate allocation of input tax 
is necessary only to the extent to which it cannot be 
directly allocated to tax-exempt transactions. ` 


Under German law, the tax authorities may elect for 
allocation according to either (2) or (3), if method (r) 
appears to lead to unwarranted tax advantages. 


Import turnover tax 


The liability to pay import turnover tax, and the right to 
claim its deduction, are in no way dependent on whether 
or not the goods imported have been resold, whether 
deposits have been received for them, or whether the 
goods have been resold on credit. In case the importer 
grants his customer extended credit terms, the former 
has to pre-finance the tax on his sales. If, on the other 
, hand, a suspension of payment regarding the import 
turnover tax has been granted by the tax authorities, the 
importer, nevertheless, may deduct the import turnover 
tax from the tax which is S payaoie by the tenth of the pre- 
ceding month. 

Import turnover tax is s based on the customs value or, 
in case of customs-exempt purchases from other Common 
Market Countries, on the invoice amount. This means 
that, in the latter case, the basis on which the import 
turnover tax is levied will not have to be adjusted, as 
is almost invariably the case if customs value is used as the 
basis. As heretofore, customs duty is included in the basis 
-on which the import VAT is levied. 

Import tax which is payable when the goods cross the 
border qualifies as input tax. In order to save their custo- 
mers the paper work which accompanies any import, 


foreign import firms used to offer their goods ‘import - 


duty and taxes paid', or even cost, insurance, freight; in 
such a case, the importer used to handle the importation 
either directly or through an agent. Under present legis- 
lation, if the importer does not carry out any sales inside 
Germany, he cannot deduct any input tax he might have 
been charged with. 


Advantages to importers 


However, the law offers two possibilities which not only 
enable him to retain his competitive position, but actually 
greatly enhance it. He can either carry out the sale inside 
Germany himself and then deduct the import tax as input 
tax, as explained above; or he may obtain a certificate 
from the authorities to the effect that he has paid the 
import tax. This certificate he sends to his domestic cus- 
tomer, who then can deduct the amount stated therein 
from VAT collected by him. 

"The German VAT law offers even greater possibilities 
to an importer. In order to become more competitive on 
the domestic market, the importer may decide to set 
up a warehouse in Germany, an arrangement which 
usually enables him to deliver to his customers at short 
notice and much more economically. Such deliveries 
would be considered as sales carried out inside Germany, 
thus enabling the importer to claim input tax deduction. 

The right to claim input tax credit is, of course, dependent 
upon certain accounting requirements. These requirements, 
' for an importer, are as follows: 
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(a) he must keep records in support of his deliveries as well 
as of the import turnover tax paid; 

(6) he must file interim turnover tax returns and make 
payments on account as well as file an annual tax return; 
and 

(c) he has to disclose VAT on the invoices rendered to his 
German customers. 


All this paper work does not mean that the importer must 
maintain his own staff in Germany; the paper work can 
be handled by a warehouse firm or by a book-keeping 
service bureau. The books and records must be maintained 
in Germany because they must be available for inspection 
by the tax authorities at any time and on short notice. 

It should be noted that such an arrangement, per se, 


. would not have any adverse income tax consequences for 


the importer. All double tax treaties entered into by 
Germany with foreign countries stipulate that the main- 
tenance of a warehouse out of which deliveries are made 
does not create a ‘permanent establishment’ of the foreign 
firm so as to subject the importer to income taxation in 
Germany. 

German VAT law regulates in specific detail the manner 
in which taxable transactions shall be recorded in the books 
of the taxpayer. The following tabulation may serve as an 
illustration : 

PURCHASES 
Transactions which Necessary details 
have to be recorded 
1. Consideration agreed upon 
for sales made to the tax- 


payer. 

2. lax applicable to agreed- (a) Deductible amounts. 
upon consideration. ' (6) Non-deductible 

amounts. 

3. Imported goods according to 
quantity and value. 

4. VAT paid on goods im- (a) Deductible ampunts. 
ported. (b) Non-deductible amounts. 


SALES 


Transactions which Necessary details 


have to be recorded 
I. Consideration agreed upon (a) Taxable transactions at 11 
for sales made by the tax- per cent and 5:5 per cent. 
payer. | i 
2. Consumption within enter- 
` prise (—additions to fixed 
assets). | 
3. Private consumption. (b) at 11 per cent and 5:5 per 
x cent. | | 
Theoretically, only one additional account would have 
to be installed under the German VAT system — the 
input tax account. 
With regard to the subdivision into amounts subject ` 
to, and exempt from, input tax deduction on the one hand, 
and sales subject to VAT, or exempt, on the other, it has 


been left to the discretion of the taxpayer whether he 


installs separate sub-accounts, or inserts separate columns 
on the input tax and VA'T accounts. 

One of the questions that has arisen in Germany in this 
connection is whether the law requires net accounting for 
each single transaction — that is, separate accounting of 
net invoice amounts and the related VAT — or whether 
taxpayers may opt for accumulative accounting of gross 
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sales and summary calculation of VAT. It has been 
generally held permissible to post the gross invoice amounts, 
to calculate thereon the VAT, and to post the tax separately 
as one entry. The same principle applies to each transaction 
with private end-consumers where no invoices are being 
prepared. 

‘Taxpayers are required to keep their books in such a 
way that all taxable transactions, the VAT charged on 
as well as the input tax claimed, are properly reflected. 
This latter figure in particular must be documented by 
invoices which in turn must be easily accessible to the tax 
authorities, and the underlying records must be filed 
in such a way that they can easily be produced to the tax 
inspectors. In Germany the fiscal authorities can impose a 
fine on the taxpayer to force him to observe these basic 
accounting regulations. 


Purchase of fixed assets 


As previously mentioned, input tax charged to a taxpayer 
by his suppliers is deductible also in respect of fixed assets 
purchased. On the other hand, the quasi-investment 
tax has to be deferred and must be amortized over the 
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service life of the asset in question. If fixed assets are-sold u 


or otherwise retired before they are fully depreciated, the 
customary accounting entries have to be made; nothing 
special has to be observed. Additional entries are required 


only if any of the fixed assets that have been subject to 


the quasi-investment tax are sold. | 


Accounting relief for small traders 


One of the conditions for a properly functioning VA 
system must be good accounting records — a particular 
cause of difficulty with millions of small shop-owners, 
whose taxes hitherto have been usually ‘estimated’, or 
assessed by means of a surcharge on their purchases. This 
is why, even with the smallest shop-owners, -the tax 
authorities insist that they keep purchase books. 

For VAT input, the German authorities, after many 
statistical evaluations, have designed a unique simpli- 
fication procedure. They have determined for more than 
one hundred businesses and professions the ‘hypothetical’ 
input tax rate to be deducted from gross receipts; an 
ordinance which covers, in percentage terms, taxpayers 
from attorneys to watch-makers. 
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Bonar Law v. Coburn 


In the High Court of Justice (Chancery Division) - June 13th, 
1972 | 

(Before Mr Justice FosTER) 

Income tax — Payment of interest — Annual interest — Date when 
debt interest incurred — Income and Corporation Taxes Act 1970, 
section 62. 


On March 25th, 1969, a contract was made between the 
taxpayer and Yeoman Assurance Co Ltd, whereby Yeoman 
undertook to make a loan of £4,000 to the taxpayer to enable 
him to purchase some shares on the Stock. Exchange. Yeoman 
was to pay the £4,000 to the taxpayer's stockbrokers direct, 
and the £4,000 was to be secured by a mortgage of the shares 
to Yeoman. The last contract note was dated April 2nd, 1969. 
On May 7th, 1969, the mortgage deed was executed, and on a 


subsequent day Yeoman instructed its bank to settle with the - 


stockbrokers. 

The taxpayer claimed to be entitled to deduct the interest 
on the loan in computing the amount of his income for tax 
purposes. It was contended for him that the debt for the loan 
was incurred before April rsth, 1969. It was contended for 
.the Revenue (1) that the agreement of March 25th, 1969, was 
.an agreement to make a loan, (ii) that the debt for the loan was 

incurred on the day, after May 7th, 1969, when Yeoman in- 


structed its bank to settle with the stockbrokers. The Special 
Commissioners decided in favour of the Revenue. 
Held: the Special Commissioners’ decision was correct. 


Peck v. Morton 


In the High Court of Justice (Chancery Division) — Tune 14th, 
1972 
(Before Mr Justice FosTER) 


Income tax — Builder — No house built after March 31st 1949 — 
Subsequent sales of houses — Whether trade still being carried on — 
Whether cessation at March 31st, 1969. i 


The taxpayer carried on business as a speculative builder until `. 
March 31st, 1949. He did not build any more houses after 
that date, and the accounts. of his business as at that date were 
drawn up on the cessation basis. The taxpayer owned 17 
houses on March 31st, 1949, and they were brought into the 
balance sheet as at that date, and were stated to be 'properties 
held as permanent investment'. The accounts were accepted 
by the Inspector with a reservation as to what the position 
would be in regard to the taxpayer's conduct in relation to the 
properties retained. | | 

Between 1949 and 1959 the taxpayer sold seven of the 17 
houses, namely, two in 1952-53, one in 1953-54, one in 1955-56, 
two in 1957-58 and one in 1958-59. Of the ten houses then 
remaining he sold four in 1963-64 and one in 1964-65. In 
1954-55 and 1955-56 the taxpayer accepted assessments under 
Case I of Schedule D, and certain losses were set against the 
first of those assessments. 

The taxpayer was assessed under Case I of Schedule D for 
1958-59 and 1964-65 in respect of surpluses from sales of 
houses. It was contended for him that, inter alia, the 1949 
accounts and the slowness of the sales of houses pointed strongly 
against his having been trading in houses during the years under 
appeal. The Revenue relied mainly on the qualified acceptance 
of cessation at March 31st, 1949, and on the treatment of the 
assessments for 1954-55 and 1955-56. The Special Com- 
missioners decided in favour of the Revenue. 

Held: the Special Commissioners’ decision was correct. 
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Corporate Planning Does Work 


by D. E. HUSSEY, B.Com., A.C.LS. 


z 
tty , Í. t 


Corporate planning has captured the imagination of many managers, despite the fact that 
many have also raised thé question ‘Does it work 3. followed by the supplementary 

Does it pay: ?'. These are fair questions, and there is now a reasonable body of evidence 
which enables them to be answered. This article draws from the published facts and makes 


l the case that corporate planning does work and does pay. 


T first fact to be established is that a body of com- 
panies practise corporate planning. This does not 
prove that planning is beneficial, but it does suggest that 
a large number of companies believe, from their own 
experience, that they are better off through corporate 
planning. 

A survey in America in 1966 by the. National Industry 
Conference Board showed that over 9o per cent of manu- 
facturers sampled practised some form of formal cor- 
porate planning. At this time, planning was much more 
. firmly established in America than in the United Kingdom; 
Denning and Lehr (London Business School) found in 
1967 that 25 per cent of companies from The Times top 


300 (excluding financial concerns and nationalized com- ` 


panies) were undertaking corporate planning, but that 
the distribution of “planning companies! was very skewed, 
occurring in only seven industry groups, and being much 
more likely in subsidiaries of overseas companies than in 
British-based companies. 

This skewed distribution probably explains the findings 
of the Kempner and Hewkin survey (BIM) in 1968, which 
maintained that few British companies had implemented 
corporate planning. Many people in planning circles were 
surprised at this finding (the Society for Long Range 
Planning had got off the ground with a rapidly escalating 
membership), which with hindsight I now think to have 
been almost certainly erroneous. The fact that so few 
planning companies were discovered was probably due to 
the size of sample and method of sampling. 


Planning well or badly 


Examination of the membership list of the Society for 
Long Range Planning shows how much more widespread 
planning has become since thesé early surveys. Planning 
companies are now found in virtually all areas of economic 
activity, one of the most recent developments being the 
spread of corporate Deeg to the banking and financial 
world: | 

‘It is an tobviobs E to-state that any process of 
managemerit can be applied well or badly, and that’ the 


The author is planning man ager of Wander Ltd and Vice- Chairman of 
the.Society for Long Range Planning. ` 





results achieved from that process are affected by the skill 
with which it is applied. Because of this, it is not surprising 
that investigators soon took as basic the fact that a number 
of companies were undertaking planning, and turned their 
attention to the degree of satisfaction with their efforts, 
to explain failures and disappointments and to show how 
planning might be improved. The study of planning 
implementation by Kirby Warren (Long Range Planning: 
the Executive Viewpoint, Prentice-Hall, 1966), is still one 
of the most useful for those interested in avoiding the 
pitfalls. 

Ringbakk reports (Long Range Planning, December 
1969) on a survey of 40 ‘planning’ companies in the USA. 
This study established that most companies were dis- 
appointed by what they had achieved: not all the manage- 
ments concerned practised planning as vigorously, Or 
accepted it as firmly, as might have been assumed. A 
further general conclusion was that planning in many 
companies was still in an evolutionary stage. Again, there 
is a connection between an unsound approach to planning 
and disappointment with results. 

In the UK, Irving (Bradford University) carried out in 
1969 a detailed survey of 27 ‘planning’ companies, which 
deliberately excluded subsidiaries of overseas companies. 
Many of those sampled had only recently undertaken 
planning (an observation which was to have been expected 
at that time) and were still in an evolutionary stage. Less 
than half of the companies in the sample had complete 
corporate plans, and a further fifth had functional or 
divisional plans only. Irving's survey uncovered a number 
of chief executives and other senior managers with a real 
belief in planning. He also threw some light on why the 
companies had begun to plan: more than a third began ` 
planning as a direct result of major changes at Board level, 
and in practically all cases planning was initiated as the 
result of a perceived need to meet deliberately a factor of 
change which the company faced or anticipated. 

There is other statistical evidence available on the bene- 
fits of planning, but before we move to this we should not 
overlook the individual witness of certain companies in the 
form of published case histories. A collection of US case 
histories’ was édited ‘by Steiner (Managerial Long Range 
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Planning, McGraw-Hill, 1963), and a number of European 
examples have been published in Long Range Planning. 
Members of the Society for Long Range Planning have 
contributed to a new book of case histories which is being 
published by Pitman. Many of these histories attempt to 
explain the benefits that have been obtained: all of them 
provide evidence that planning is carried out 1n the belief 
that it works. 

One of the first serious attempts to measure the benefits 
of planning (reported in Business Horizons, August 1970) 
was the study by Thune and House in the USA, which 
analysed the results of matched pairs of ‘formal planning’ 
and “informal planning’ companies in six industry groups 
(drugs, chemical, machinery, oil, food and steel) over periods 
varying from seven to 15 years — depending on the date 
of introduction of planning — up to 1965. Planning com- 
panies were found to out-perform informal planning 
companies on three of the five economic measures chosen 
for the study: earnings per share, earnings on common 
equity and earnings on total capital employed. Results 
for the two other measures, average sales and stock price 
appreciation were also better for planners but were not 
statistically significant. 

Planners were also found to out-perform themselves 
when pre- and post-planning results were compared Data 
was only available for three of the economic measures: 
sales, earnings per share and stock price appreciation, but 
on each of these formal planning showed better results. 

Validation of the findings came from a comparison of 
performance of planning companies against informal 
planners for a period before the introduction of planning. 
There was no significant difference in results. 


Planning for acquisitions 


A second study of considerable value was also carried out 
in the USA by Ansoff, Avner, Brandenburg, Porter and 
Radosevitch of the Carnegie-Mellon University (reported 


in Long Range Planning, December 1970). This examined | 


the effects of planning on the success‘ of acquisitions and 
was limited to a sample of companies with a four-year 


` acquisition-free period, followed by an acquisition period 


during which no more than one year elapsed between 
successive acquisitions, followed by a post-acquisition 
period of at least two years. The universe which met this 
survey design criteria was 412 (from the sources used). 
All were approached and 93 usable replies resulted. 

The study examined acquisition behaviour at the 
strategic (defining corporate objectives and acquisition 
strategies) and the operational (identifying the means of 
acquisition, establishing search criteria, allocation of 
supporting budgets and similar activities) levels. Thirteen 
variables were used to measure performance: sales, earnings, 


.earnings/share, total assets, earnings/equity, dividends/ 


' share, stock price, debt/equity, common equity, earnings/ 


total equity, P/E ratio (adjusted), payout (dividends/earn- 
ings) and price/equity ratio. Three types of measurement 


were designed (average of annual percentage change, 


average percentage change over period and simple average 
value over period. The combination of variables with 
measurements (where applicable) resulted in twenty-one 
different. measures of performance. 
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A comparison of performance between what might be 
termed as the ‘extensive planning’ and those with little 
or no planning revealed that on all the variables except 
total assets the planners significantly out-performed the 
other companies (particularly in the areas of sales growth, 
earnings growth and earnings/common equity growth). 
Further analysis showed that planners performed more 
consistently than the other companies. 

Although a number of individual non-planners had 
performances which exceeded the best of the planners, a 
much higher percentage of the non-planners had poor 
performance. ‘The analysis went on to support the con- 
tention that planners did better mainly because they were 
able to avoid failure. 

A third study by Vancil (Harvard Business Review, 
September/October 1970) studied the accuracy of various 
companies' forecasts of the outcome of their plans, and 
demonstrated that certain company characteristics. and 
planning techniques were associated with accuracy. In 
particular, accurate forecasts were found where there was 
top management involvement, association of subordinates 
in the setting of their own goals, a discipline linking the 
plan to a budget and a philosophy that an important pur- 
pose of the plan was to provide a frame of reference for the 
operational budget. 


More to be done 


Although he demonstrated that accuracy in long range 
forecasts was possible, the author raised a doubt that it was 
always desirable. Too much emphasis on accuracy could 
result in self-fulfilling prophecies at sub-optimum per- 
formance. If the contention of many planners that planning 
is a corporate mind-stretching exercise is true, it may be 
that accuracy for its own sake is not the satisfying trait 
which many believe It to be. 

It would be wrong to suggest that all the benefits claimed 
from corporate planning had been proved beyond all doubt. . 
Further studies will almost certainly be forthcoming to | 
provide guidance to help managers separate the real from 
the illusory. Yet I believe there is enough evidence to 
prove the case that planning does work and 1s economic. 


This assessment leads to three conclusions: 


(1) The fact that companies practise planning does not 
necessarily mean that they do it well. Something has been 
said on this already, and it is worth stressing that most 
planning disappointments are avoidable if a sound 
approach is used. 


(2) Corporate planning does not mean that a company will 
never make a bad decision (for management, by whatever 
style, is a human activity and therefore fallible); nor 
does it mean that a low probability adverse effect will 
never occur. Even a one in a million chance of failure of a 
project may occur and, although a planning company , 
may try to protect itself with contingency plans, success 
cannot be guaranteed. Risk is reduced, not removed. 


(3) It is possible for companies which do not practise planning 
to be successful. Perhaps we will never be able to answer 
the question whether they would be even more successful 
with corporate planning. But it is a happy thought. 
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EQUIPMENT NOTES AND NEWS 





Sophisticated 
Typewriters 


SINCE 1908, when Olivetti produced the first Italian typewriter, 
the company has gone from strength to strength and has set up 
production centres in a number of different countries. Barcelona, 
for example, is now the main production centre for portable 
and studio typewriters, supplying the whole world. 

_ On the home front, British Olivetti was established in 1947 
and its products range from electric typewriters to visible 
record computers. The typewriter manufacturing plant in 
Glasgow is claimed to be the most modern in the world. Here 
the Linea 88 manual typewriter — which, with single-stop 
tabulation and an 11 in. carriage, sells in the UK for {98-50 — is 
made for universal distribution. Longer carriages can be fitted 
with consequent increases in price so that a 27 in. carriage 
may be obtained for £143:50. There are five models in this 
range and a further five fitted with 8-10 key tabulation at prices 
from £103'50 to £148-50, 

Among the most recent new mie manufactured abroad 
are the Lettera 36 and Valentine portables, the former electric 
and the latter manual. Generally speaking, both electric and 
manual models, portable and desk-size, are built with fixed and 
proportional spacing. An original system for transmission from 
keyhead to type bar (kinematic) has improved the uniformity, 
clarity and spacing of the typescript. Typing speeds may be 
accelerated and errors reduced; this should improve productivity 
of secretarial work. 

British Olivetti Ltd, 51 Berkeley Square, London Wit. 


Magnetic card models 


AT the other end of the price scale another multinational 
company, IBM, has produced their magnetic card ‘Executive’ 
typewriter, a high performance machine with proportional 
spacing, memory backspacing, expansion of inter-word space, 
interchangeable type-styles and automatic paragraph indent. 
Costing £4,190 (£105 monthly rental) the MC ‘Executive’ is a 
desk-top model incorporating the speed and power of a magnetic 
Card typewriter with the flexibility of ‘golf ball’ (single element) 
SE and the graphic elegance of proportional spacing. 

“he machine is simple to use, encourages lightness of touch 
i "and should be welcomed by secretaries who would doubtless 
` like the automatic centring and underlining - not to mention 
the silent operation resulting from an acoustic filter hood. 
^ Production speed is increased by power tabulation, and for 
` complex layouts the MC ‘Executive’ can remember up to 
- seven levels of indentation. What happens is that the memory 
.. back-space feature allows secretaries to backspace the last seven 
© typed characters irrespective of their unit values, and these 
© values are automatically remembered by the machine while it is 
recording. 

Ribbon changing should be less frequent and cleaner. A 
choice of cartridge ribbons is available, as are interchangeable 
type-styles — four of which are compatible with those of the 
IBM ‘Executive’ non-magnetic card typewriter. 

IBM United Kingdom Ltd, 389 Chiswick High Road, London 
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Elegant Storage 


ONE of the commonest office problems is lack of storage space, 
resulting in an untidy appearance. Intercraft offer the answer ` 
with sliding-door cabinets; part of their Epsilon range. E 

These elegant storage cupboards are available in two desk ` 
height sizes and one counter height; the desk-high cabinets ` 
being 19$ in. deep, 27} in. high and 48 in. or 71} in. wide, and ` 
the counter height size, 193 in. deep, 42 in. high and 717 In. 
wide. Similar units are made in wall height (804 in. high) and ` 
can double as room dividers. | 

All units have the same internal groove system to take the ` 
complete range of Intercraft internal fittings so that an infinite ` 
variety of odd shapes and sizes — not Just standard-size stationery ` 
— can be accommodated neatly and then hidden from general ` 
view by smooth sliding doors. There is a selection of finishes ` 
available including white laminate and light oak, or light oak ` 
alone. Cabinet legs are made from polished cast aluminium ` 
with upright tubes of chromium plated steel; adjustable nylon ` 
feet cope with any floor irregularities. Prices are from £45 
according to size and finish. 

Intercraft Designs Ltd, Berkeley Square House, Berkeley 
Square, London Wi. 





Burroughs Now Manufacture Machines 


DounTLESS this heading could cause surprise. Nevertheless, 
although Burroughs Machines are known as manufacturers of 
'main-frame' computers and office machines, they have only 
recently commenced to make their own range of calculators. 
Hitherto, those marketed by them in the United Kingdom were 
assembled in Japan from parts obtained elsewhere in the world. 

Even now the new C 5000 range is not being made in the 
UK, although there will be fifty service depots throughout 
the country. They are in fact going to be manufactured at 
Burroughs' factory at Villes-Ecalles near Paris, where new design 
techniques and sophisticated electronics are used. 

The C 5000 series is especially suitable for value added tax 
applications, as the additional calculations involved may be 
carried out in the computing unit within the machines, and do 
not require a separate memory for the purpose. The two models 
of the series launched so far, C 5155 and C 3255, allow an 





Feeding a card into the electronic unit of the MC 'Executive' for 
back spacing. 
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operator to add, subtract, multiply or divide, instantly dis- 
playing the results on a newly-designed ‘Panaplex’ illuminated 
panel. Both models are most compact and offer a ro-digit 
display from a 20-digital computing capacity; a selection of 
decimal calculations may be carried out, allowing for entry of 
up to nine decimal places in every factor. 

There is an integrated circuit logic enabling chain calcula- 
tions to be carried out with or without fixed constant factors, and 
which makes provision for floating results during calculations. 
Final results are rounded off automatically to a pre-selected 
setting of from zero to six decimal places, but to prevent 
errors when the display capacity is exceeded the letter ‘E’ is 
illuminated on the panel, whereupon further entry is electronic- 
ally stopped. The C 5255 model also incorporates an additional 
storage memory, with four associated control keys for more 
complex applications. 

With immediate delivery and costing {101 and £130 respec- 
tively there is yet another advantage, namely that any field 
engineer can fix a fault in an hour, so that maintenance and 
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repairs can be performed on site. Problems often experienced 
with other calculators were due to power units but Burroughs 
have obviated the chance of these by using “heavy duty’ units. 

Burroughs Machines Ltd, Heathrow House, Bath Road, 


Cranford, Hounslow, Middlesex. 


Mobile "Worktop’ 


COMPLETE with spring clip to secure papers, a storage 
pocket and holder for pen and pencil, the Clipper ‘worktop’ 
can be carried conveniently under the arm or in a briefcase. 
Priced at 54p, it provides a firm, lightly cushioned surface ideal 
for writing. Its usefulness for stock-taking and auditing, and 
in the conference room and on tours of inspection, to give 
but a few instances, is obvious. 

The full name is the Rexel Nyrex Clipper mobile worktop, 
and it is available from stationers, hardware and department 
stores. 


Rexel Ltd, Gatehouse Road, Aylesbury, Bucks. 








Grundy's Tax Havens 
Second Edition, edited by MILTON GRUNDY. 


Sweet & Maxwell, £6. 


This book is a collection of information on 16 ‘tax havens’ 
scattered around the world. In some cases the editor has 
excluded an apparent obvious candidate because the fiscal 
advantages are too narrow, as, for example, he believes Andorra, 
Malta, Monaco and Sark to be. Also, while Jersey is included, 
Guernsey and Alderney are not, though their tax systems are 
entirely parallel. 

In his preface, Mr Grundy refers to a French view that, as 
the majority of tax havens are under the British flag or in USA- 
influenced areas, the whole system is part of a mechanism for 
imposing Anglo-Saxon control on the financial world. 

Each of the surveys is comprehensive and informative, and 
needs intensive study, Indeed, such importance must hinge 
on the proper choice of the haven that the price of £6 is fully 
justified as the expense of what seems a not over-large book. 

Perhaps a chart giving the comparative merits of the various 
havens would help to make decisions easier. On the other hand, 
such choices are not trivial ones and to rely on an over-sim- 
plification might have a misleading result. 


Business Planning for the Board 
edited by HucH Buckner. 
Gower Press, £4:50. 


The aim of this book, a collection of contributions by a number 
_of eminent men each with his own experience from which to 
draw,.is to give the company director a survey of the planning 


procedures available for areas such as marketing, finance and 
manpower. 

Thus, the planning progress is the subject of Mr L. P. 
Pinnell, of Pilkington Brothers; Mr Buckner himself chooses 
market planning; Mr T. S. McLeod, of Plessey, writes about new 
products; Mr E. S. M. Chadwick, lately of British Petroleum, 
about manpower, and so on. 

Possibly to accountants, the contributions of Mr N. A. M. 
Eastwood, of Charterhouse Japhet, on mergers and acquisitions 
and of Mr A. Presanis, of the Henley Staff College, will be of * 
particular interest. Mr Eastwood emphasizes that entry into 
EEC may well stimulate the number of mergers which tended 
to slow down in 1968 (although 1972 seems to have started 
well). He says that there is no hard and fast rule on the proper 
price to pay for an acquisition and goes through the various 
formalities needed to accomplish a deal and the form of the 
consideration. He is clearly in favour of mergers generally, . 
though he admits that employees do not always come off best. ' 

Mr Presanis sets out his thoughts on financial planning by 
using the cash forecast as the solid base from which to work, 
and this is an approach which must be applauded. His subse- 
quent words on how to obtain finance, how to appraise an 
investment and how to deal with merger problems thus start 
with the tremendous advantage of that most solid and reliable 
basis. It is a chapter, like the book as a whole, written simply 
and straightforwardly and therefore eminently readable SS 
directors to whom it is addressed. 


Farm Accounting and Management 
Sixth edition by FORD STURROCK. 
Pitman, £2:20. 


This book has a record of success since its first appearance in 
1947. The first chapters, comprising parts one and two of the. 
book, are a competent introduction to straightforward account- 
ing for farms. Part three, however, is the beginning of the more 
interesting portion. 

In 1967-68, Mr Sturrock points out, the average farmer in 
England and Wales obtained {117 for every £100 spent, leaving 
a profit of £17. The succeeding chapters entitled ‘Improving 
farm efficiency’, ‘Introduction to budgeting’, ‘Introduction to 
farm planning’ and so on, examine various situations, explain 
the part played by the District Agricultural Adviser, crops 
rotation, labour requirements and the return per acre. This 
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leads naturally to linear programming and economic farm 
planning for crops and for livestock. 

This is very good stuff indeed and ought to be compulsory 
reading for all accountants whose clients are farming. 


Who Owns Whom 

Continental Edition, 1971-72 

Compiled and published by O. W. Roskill & Co (Reports) Ltd. 
£18-50; single volumes {10-50 each. 


As the entry of the United Kingdom into the European Eco- 
. nomic Community draws closer, Who Owns Whom (Continental 
Edition 1971-72) should be of particular interest to readers. 
There is an increase of about 12 per cent in the number of 
entries compared with the previous year, reflected by the listing 
of 100,000 parent, associate and subsidiary companies. 

Volume 1 is a directory of companies in Austria, Western 
Germany, Switzerland (including Liechtenstein), Denmark, 
a Finland, Norway and Sweden; Volume 2 contains similar 
information on Belgium, Luxembourg, France, Holland, Italy, 
Portugal and Spain. In both volumes there is a section listing 
United States companies, showing their subsidiaries and 
associates in Western Europe. < 

In the comprehensive introduction — written in English, 
French, and German and appearing in each volume - the topics 
covered include European company law, tax-havens, mono- 
polies and restrictive practices. British and European company 
law are compared, and differences highlighted regarding infor- 
mation that has to be provided in company reports. The wide 
divergences that exist between the rules governing the registra- 
tion of companies in the various European countries are also 
examined, 


‘Nigerian Federal Finance 
by ADEBAYO ADEDEJI. 
Hutchinson Educational, £3-50. 


Sub-titled ‘Its development, problems and prospects’, this book 
is a comprehensive study of the budgetary and fiscal develop- 
ment and, not least, the difficulties of the Nigerian Federation 
in the post-1945 period. The work originated in a doctoral 
thesis on the problems of Federal finance. 

Despite its academic origins the author provides the general 
reader with a lot of information concerning Nigerian taxation 
and the difficulties of distributing equitably the national revenues 
between the various regions. For anyone interested in the 
Nigerian economy this will prove an illuminating and interesting 


book. 


The Industrial Training Officer: 
His Background and His Work 


by ALec RoGER, Terry MORGAN and DAVID GUEST. 
Institute of Personnel Management, £1. 


One success claimed for the Industrial Training Act has been 
the large increase in the numbers of training officers in industry. 
Since 1964, the role and status of the training officer may well 
have changed significantly, and it would be interesting, in 
assessing the value of that Act, to know the precise nature of 
such changes as have occurred. 

Few people would be better qualified than Professor Alec 
Roger to conduct research to answer this question, but, un- 
fortunately, the present publication is only the first half of the 
"proposition: an inquiry into where training officers are found, 
what kind of background they have, what variety of tasks they 
undertake in their jobs, and. what their attitudes are to their 
jobs. The data was collected in 1966, and it is a pity that it has 
taken five years to bring out the publication, for it is in the nature 
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of this kind of research that it is, to some extent, ephemeral: 
had it been published in 1966 it might have influenced the 
process of defining the training officer’s role. As it is, it contains 
a great deal of interesting information which constantly raises 
the question: that was interesting in 1966, but what is the 
situation now? 

For instance, the training officers rated their most difficult 
job as trying to get more staff and space — an understandable 
difficulty which most staff managers share. But the next three 
most difficult jobs were costing training, gathering evidence 
on the value of training schemes, and trying to get more money 
for training. It would be very Interesting to know whether, after 
some seven years of the Industrial Training Act, training officers 
are still experiencing difficulties in these areas. Another curious 
feature of the data on private industry is that graduates were 
found at both the highest and the lowest level of training officer 
post. Was this a passing phenomena, or is it a permanent feature 
of the training scene? 

It is hoped that the Institute of Personnel Management, or 
some other research foundation, will find Professor Roger some 
money to conduct a follow-up study. It would multiply the 
value of this little booklet immediately. 


Principles and Practice of Book-Keeping 
and Accounts 


by B. G. VICKERY, twentieth edition by B. MENDES, B.SC.(ECON.), 
F.C.A. 


Cassell, £2. 


The reviewer of a book such as this, which has a proved history 
as the basis of studies by generations of students of accounting, 
may find it extremely hard to decide what particular feature to 
emphasize. It is indeed a most comprehensive book, its nine 
hundred-odd pages full of common sense and practical guidance, 
plenty of exercises and' an appendix with the answers to those 
questions. 2 

Mr Mendes has added greater depth to a consideration of data 
processing and has modernized the material in respect of 
insurance companies and building societies. oy 

Basically, therefore, a first-class students’ manual, it is also 
an excellent reference book on lesser-known aspects of ac- 
counting for every busy practitioner, and Mr Mendes is to be 
congratulated in once again preserving the merits of the author’s 
intentions while expanding the book to cover recent develop- 
ments. Possibly the only area where more could be asked for is 
that of accounting for taxation, where equalization accounts 
must surely. now be absolutely necessary — even if we are a little 
early yet to see the pattern of accounting for value added tax 
and advance payment corporation tax. 


RECENT PUBLICATIONS 


READINGS ON THE CURRENT SOCIAL Issues IN Business, by Fred 
Luthans and Richard M. Hodgetts. vii+312 pp. 936. 
Collier-Macmillan, paperback, £2:35. 

CURRENT VALUE ACCOUNTING AND PnicE-LEVEL RESTATEMENTS, 
by L. S. Rosen, PH.D., C.A. 143 pp. 9X 6. Canadian Institute of 
Chartered Accountants, paperback, $6:95. 

STAPLES ON BACK Duty, ninth edition, by Percy F. Hughes. 306 
pp. 9X 54. Gee £3:50. 

BusiNESS ORGANIZATION, by J. O'Shaughnessy. 198 pp. 84 x 54. 
Allen & Unwin, paperback, £ 1:80. 

BANKRUPTCY: PROBLEM, PROCESS, REFORM, by David T. Stanley $ 
Marjorie Girth. 270 pp. 9 X 6. Allen & Unwin Ltd. £3.60. 

A MANAGEMENT SYSTEM FOR THE SEVENTIES, by John Argenti. 
254 pp. 8$ x 54. Allen & Unwin. £4. 

How To Face THAT INTERVIEW, by Arthur Wilcox. 126 pp. 
7 X 44. Elliot Right Way Books, paperback; 25p. 


"These books may be obtained from, or through, Gee & Co (Publishers) 


Ltd, The City Library, 151 Strand, Loridoi WC2R 1J]. 
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Letters 


Retirement Relief in Family Companies 


SIR, ~ I have recently obtained a concession re section 34 of the 
Finance Act 1965 (as extended in Schedule ro, paragraph 2 of 
the Finance Act 1966) which may be of interest. Retirement relief 
is restricted, inter alia, by reference to chargeable business 
assets at the date of disposal of the shares. If the disposal is by 
way of a liquidation the appointment of the liquidator becomes 
the Wisposal date. 

Obviously the shareholders are more likely to obtain a 
proper price for the company's assets before liquidation but any 
such disposal turns the assets into cash or investments on which 
no measure of relief is obtainable under the Acts. 

However, the Minister of State to the ''reasury has informed 
me that "The Inland. Revenue are prepared to give the relief — 
subject to the fulfilment of the other conditions of the relief — 
where the disposal of the assets is a direct preliminary to the 
liquidation’. 

As any decision to grant this relief will depend upon the facts 
in a particular case, care should be taken to establish the facts 
when the decision to sell the chargeable business assets is made. 


Yours faithfully, 


Hereford. B. R. MAUGHFLING. 


Industrial Relations 


Sir, — In your City Notes. of July 20th, Mr John Bentley asserts 
that ‘the job of modernizing and rationalizing inefficient 
companies is probably the most important job to be done in the 
-UK today — and the most immediate’. This assertion may seem 
logical from Mr Bentley’s standpoint, which is that of an 
opportunist seeking a quick profit, but surely the important 
priority in this country is to establish good industrial relations. 

-Mr Bentley’s opinion that he has no responsibility for 
‘employees whom he renders unemployed is unlikely to improve 
matters in this direction. The attitude taken by Mr Bentley 
will bring resentment and resistance from work-people, for the 
days have passed when work-people were prepared to be ex- 
ploited by profiteers. Perhaps Mr Bentley should note this — 
most immediately. 

Yours faithfully, 


Wrexham. PHILIP CAPPER, A.C.A. 


I CA Admission Fee 


SIR, — In his letter (July 13th issue) Mr Ian Dalzell accuses me 
of narrow-mindedness, without even hinting at a reason for his 
statement. May I please crave a few inches of your space to 
_ charge him with muddle-headedness — with reasons? 

(H He refers to my comparison of the. 1934 cost of admission 
‘to the. Society of Accountants in Edinburgh (the first account- 
ancy body in the world — and many think so for more than the 
date of its Charter) with the currently proposed cost of admission 
.-to the English Institute: and he then asks, “What have the two 
in common?” Taking his question seriously, as neither rhetorical 
nor ironical; and assuming that I have not missed in it some 
shaft of wit, surely the fact that they OS is the point of 
the correspondence. 
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(2) Mr Dalzell asserts that I find 'the 1934 admission fee was 
not outrageous . . . but exhorbitant’. Reference to my letter will 
show that I offered no comment whatsoever on that charge. I 
simply pointed to inflation as accounting for the English 


' proposal — and, as such, an example of accounting for ims 


In this respect at least, Mr Dalzell was not, as he Claims? tum 
around any argument ‘of mine. ; 
(3) Contempt (with which, applied to Wes geg. 
It seems we are on common ground) should revenas; a joke. 
be extended to those who were students. of accountaticy: forty. 
years ago. Do any of my contemporaries belteve,that' we were 
'stifled' in those days? I suggest the contraria A efitorprise theh d 
was free (apart from CA admission fees) as it as natgbebn2) 
poor Mr Dalzell's lifetime. ka. 






cus 


Yours faithfully, 


Bagshot, Surrey. BARCLAY INGLIS. 


Association of International Accountants 


SIR, — In your reference (July 20th issue, page 69) to the ‘Focus 
on Europe' theme of the AIA annual conference at New 
College, Oxford, over the week-end, 21:st-23rd July, I was 
correctly quoted as having announced to my members at our 
annual general meeting that one of the two grounds upon which 
the Department of Trade and Industry had found itself unable 
to grant the Association recognition under section 161 (1) (a) 
of the Companies Act 1948 was 'the relatively high percentage 
(approximately 32 per cent) of the membership who had been 
admitted without examination'. 

As this quotation was, of necessity, taken out of context 
and does not reflect the true position, I should make it clear 
that of the 32 per cent in question, almost all of those members 
possess an authorization under section 161 (1) (5) of the 1948 
Act or have passed examinations conducted by other nationally 
recognized bodies and that, all have had extensive practical 
accountancy experience. The remaining 68 per cent of the 
membership has passed the Association's own qualifying 
examinations. 

The current statistics show that no less than 75 per cent of 
the membership has passed the Association's own examinations. 

In the matter of the second and most significant of the 
grounds for rejection, it is necessary only to record that no”: 
recognized or acceptable evaluation of examining standards was 
carried out by the Department. The mere scrutiny of a single 
set of past test papers by the staff accountant (or accountants) 
within the DTI does not, in the view of my Association, con- 
stitute a valid or serious assessment. One may well question why 
the conduct of an academic assessment of this nature, for which 
my Association was fully prepared and would have greatly 
welcomed, could not have been referred to the appropriate 
Inspectorate of the Department of Education and Science. 


Yours faithfully, 


DOUGLAS COLQUHOUN, 
Chairman, 
THE ASSOCIATION OF INTERNATIONAL ACCOUNTANTS. 


Brentwood, Essex. 


The Accountant's Language Problem 


SIR, ~ Much as I would like to support Mr Venture’s recom- 
mendation of Esperanto for communication between account- . 
ants from different countries (July 2oth issue), I would like 
also to warn accountants that any time spent in mastering 
languages will be purely for their own personal satisfaction. — - 
I returned from working in Europe, in 1957, with fluent 
colloquial and technical French and German, but found no oné 
willing to pay me for their use. During the last fifteen years I 
have witnessed innumerable opportunities for-linguist-account- 
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ants be disregarded, to the detriment of professional firms and 
businesses. I hazard a guess that if two applicants present 
themselves for a job tomorrow, one with linguistic ability and 
the other from a public school, the linguist will lose out. 

The situation is no different in the USA, where professional 
work involving knowledge of a foreign language will also be 
given to a non-linguist if one is at all available. 

- I would like to add, however, that my knowledge of languages 
has benefited me enormously, both through the pleasures of 
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international communication and by permitting me to receive a 
variety of professional ideas which would otherwise have been 
inaccessible. Incidentally, I must qualify my second paragraph 
by stating that the Editor of The Accountant was the sole 
supporter of my translation skills for his ‘Accounting World’ 
feature SE the 1960s. My gratitude can be imagined. 


Yours faithfully, 


College Station, Texas, USA. KENNETH MOST. 


Brook Street Short-comings 


ROOK Street Bureau of Mayfair went wrong last year. 
The accounts, reprinted this week, show how far things 
went wrong, and Mr Eric Hurst, the joint chairman, explains 
why. Mr Hurst, and his.wife, Mrs Margery Hurst, who is the 
other joint chairman and also managing director, between 
them and almost equally held 2,171,260 shares directly in the 
- company at the accounting date. Control is in the boardroom 
and the company is a close company. 

Mr Hurst explained the situation in a statement with the 
preliminary figures in mid-June — a statement which he quotes 
in his report with the accounts. When draft accounts for 1971 
were prepared early in May, it was clear that previously available 
information regarding profits was incorrect. An investigation, 
begun immediately, showed that 'the financial controls of the 
company had become deficient" and that the figures announced 
for the first half of the year (six months’ pre-tax profits of 
£226,533 against £322,873) were inaccurate. 

Financial control had broken down in two main areas. In 
the first place there was poor control of sales invoicing and 
debtors, besides which there had been ‘major underestimating 
in the internal Management accounts of overhead expenditure’. 
The cost to the company proved considerable. 


High overheads 


Failure to check invoicing had an adverse effect on billing and 
debt collection, although the total impact in each category 
could not be accurately quantified. Since the regular internal 
management accounts indicated a satisfactory profit level — 
considerably higher than ultimately proved to be the case — 
the board felt justified in keeping advertising and other 
constructive overhead expenditure at much higher levels than 
later proved to be justified. 

In the same way the board assumed that it could continue 
to maintain the company's fee and rebate structure at rates 
well below those of most of its competitors. Inadequate control 
wrongly persuaded the management that the company was 
keenly competitive when, in fact, it was ruining its own margins. 

Had Brook Street merely adopted the fee and rebate structure 
of one of its largest - and on 1971 results — most successful 
competitors, there would have been an extra yield of over 
£200,000 in Greater London operations alone. Outside London 
‘the company's margins on both temporary and permanent 
placings were even more severely competitive. Mr Hurst 
comments: 'Had the board. been appraised of the true cost of 
running the business, it could have generated considerably 
more revenue without becoming uncompetitive.' 

There was, inevitably, ‘vigorous reaction’ to the situation. Mr 
Hurst sums up: "The profit figure finally struck is ruthlessly 
conservative and takes account of every item that can be con- 


sidered at all unlikely to be recovered. A new and more realistic 
fee and rebate structure for the supply of permanent staff, still 
strongly competitive and. based on a service whose quality is 
so highly regarded on three continents, came into operation on 
June 5th, 1972. Steps have been taken to re-establish complete 
financial control. We have appointed a new financial controller.’ 

By the same token, of course, there were five months of the 
current year when business was being done at the wrong rates. 
Mr Hurst comments again: 'Although we have had a poor 
first quarter in 1972, during which the continuance of the 
recession. sapped business confidence and the coal crisis 
emptied many offices, there has since been an encouraging 
increase in turnover to the point where our only real anxiety 
for the future relates to our ability to meet a greatly increased 
demand from a supply bound to be affected with progressive 
severity during the next five years by the raising of the school- 


_ leaving age.’ 


But it was not turnover that let Brook Street Bureau down 
in 1971. Mr Hurst admits that much and comments that the 
test of management will be not only to achieve rising turnover, 
but as soon as possible to return to ‘historic levels of profit- 
ability’. There should be ‘a significant step in this en 
during the second half of 1972’. 

That suggests, however ruthlessly conservative the 1971 
profit figure finally was, that there will not be an immediate 
1972 return to the 1970 profit level. There is a display of 
confidence in the maintenance of the dividend at 45 per cent, 
although all the directors have waived their rights to the final 
payment. 

One particular point to be taken into account, when looking 
at this year's profit prospects, is that since the beginning of 
1972 the American subsidiaries have been operating profitably, 
whereas in 1971 losses were sustained from the writing-off of 
considerable development expenditure plus a higher-than- 
normal provision for bad debts. 


Psychological blow 


No doubt the breakdown of the company's financial control 
system has been a psychological as well as a financial blow 
to the company, to the major shareholders and directors in 
particular. The image of the efficient concern that keeps 
business going and sets the pace in its own field has been 
temporarily tarnished. The brilliance of its image may even 
have blinded the management to the possibility that in 1971 
the others in the field were right for once. 

Another point is that the company was clearly operating 
at the wrong rates for an uncomfortably long time, and it was 
not until full-year figures were being prepared that internal 
accounting inadequacies were revealed. 
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City Notes 


HERE is currently so much debate as to whether or not 


equities are still in a bull market that onlookers may well 
wonder whether stock-market commentators and analysts are 
trying to convince themselves more than anyone else. Naturally, 
part of the bull market argument is the way that equities stood 
up to the dock strike developments and the confrontation over 
the Industrial Relations Act. 

It might also be pointed out in that context, however, that 
. immediate stock-market reaction to any major event is in- 
variably wrong. The market reacts initially to cause but only 
later to effect. 

It is also being argued that basic economic facts that were 
putting the market back on course before the week of con- 
frontation are still facts. The great economic advance of the 
vsecond half of 1972 is still much more than a probability, albeit 
one month of the second half bas gone without anything more 
than hopeful signs developing. 

How much of that prospect has been blurred by dock strike 
developments and their attendant upsets 1s not something that 
the “bull market’ analysts care to calculate. But from most 
quarters the argument favours a fresh surge in share prices, 
with 600 for the FT Index dismissed as ultra conservatism in 
some places. 


3⁄ * * * 


HE decision of another jobbing firm in the gilt-edged market 

— Francis & Praed —to shut up shop has not apparently 
convinced the authorities that an entirely free gilt-edged market 
is a theoretical luxury that practice cannot afford. For just over 
a year now the changed system has operated in which the 
Government broker no longer shelters the market by taking 
stock in or letting it out on a basis of regulated prices. In 
addition, the changed monetary system, in which interest 
rates are allowed to move sharply so that the market itself 
rather than the authorities has become the money demand and 


supply regulator, has put considerable onus on the jobbing 
firms. Francis & Praed is the third and certainly by far the 
biggest to opt out of the gilt-edged market this year. 


Kä * * * 


URMAH OIL's £57 million bid for Quinton Hazell is the 

kind of diversification that, in the classic phrase used in 
merger-minded boardrooms, “makes commercial sense'. Burmah, 
with its own brand name petrol, with the Castrol company a sub- 
sidiary of some years' standing, and with Halfords — the spares 
stores chain — in the group, needed something big if it wanted 
to go further into the motorist market on a penetrating scale. 
Quinton Hazell are spare parts manufacturers and distributors 
predominantly to the replacement market, and at the time of 
the Burmah bid were still in the throes of taking over the 
re Tyre company in the tyre and exhaust replacement 
market. 


* * Ka 3⁄ 


ONEY management is currently a growing business. As 

the personal investment trend moves away from direct 
stock-market investment and towards the ‘unitized’ type of 
investment in ‘bonds’ or ‘funds’ of varying kinds, the investor 
is finding the need for a substitute for the stockbroker — a 
substitute adviser that is. Organizations allied to insurance and 
banking concerns are strong in the adviser market and Antony 
Gibbs (Personal Financial and Life Assurance Planning) has 
lately launched an advisory service for property bonds and 
managed funds. The service will advise investors on which 
form of investment is appropriate and which specific property 
bond or fund in their opinion offers the best opportunities for 


growth and income. Mr Julian Gibbs, chairman of Antony 


Gibbs (PFLAP), comments: "We decided to start these services 
because of the confusing multiplicity of property bond and 
managed bond investment available to the investor.’ 


RATES AND PRICES 


Closing prices, Monday, Yuly 31st, 1972 


Bank Rate 
Mar. a1, 1968 ba . 74% April 15, 1970 276 
Sept. 19, 1968 .. TE rA April r, 1971 6% 
Feb. 27, 1969 23 8% Sept. 2, 1971 5% 
Mar. 5, 1970 74% June 22, 1972 6% 
Treasury Bills | 
May 26 -. £43026% June 30 £5:6372% 
June 2 ++ £43943% July 7 £5°4850% 
June 9 o £48487% July 14 . £5'4184% 
June 16 -» £5°5333% — July at . £57457% 
June 23 . £56154% ` July 28 - £57644% 
Money Rates 
Day to day 5 —sk% Bank Bills 
7 days sist 2 months e TIPA 
Fine "Trade Bill 3 months e 7k aA 
3 months . 8-9 % 4 months e is 
4 months . 8 -9 9 6 months e EK 
6 months .. 81-931 92 
Three Months’ Rates 
Local authority deposits 8} -84 
Local authority bonds š ok —81 
Sterling deposit certificates .. 34-84 
Euro-sterling deposits 8% -9$ 
Euro-dollar deposits .. 54 -6 


Finance House Base Rate - August rst, 1972. 74% 
Retail Price Index (16.1.62 —100) 165-7 (from 162:6, 16.6.72) . 


Tax Reserve Certificates (3.1.72) Personal 34% 
(Company certificates no longer on offer) 


Foreign Exchanges 
New York 24500 Frankfurt 77762 
Montreal 24090 Milan 1423'00 
Amsterdam 4:8300 Oslo 15:9850 
Brussels 10737 Paris 12°2550 
Copenhagen 17:0287 Zürich 9:2460 
Gilt-edged 

Consols 4% 41 Savings 3% 65-75 883 
Consols 24% 261 Treasury 9% 1994 97i 
Conversion 34% 37% Treasury 81% 87-90 2 
Conversion 54% 1974 96$ Treasury 64 Lo 1976 93 
Funding 34% 99-04 44$ Treasury 33% 77-80 75% 
Funding 4% 60-90 991 Treasury 34% Dee 74 
Funding 54% 78-80 831 Treasury 5% 86- 70 
Funding 54% 82-84 814 Treasury 53 2 ch 623 
Funding 52% 87-91 743 Treasury 2 261 
Funding 6% 1993 74% Victory 476 97i 
Funding 64% 85-87 832 War Loan i 37% 
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BULLS AND BEARS 


Bank interims 


Mixed Perlotmance 


AST week the political and economic scenes have been much , 


disturbed by the jailing (and release) of the five dockers and 
the declaration of an official docks strike. Nevertheless, the 
Financial Times Ordinary Share Index fell only from 503-6 
to 497-7 and was actually up to 504 before the rejection of the 
Aldington-Jones Report by the dockers. No doubt the consistent 
flow of good company profits plays its part in sustaining prices 
but these will be susceptible to any prolonged docks stoppage. 
Also , during the past week the Government Securities Index 
fell only 0-53 from 73:1 to 72:48. Again, any prolonged stoppage 
will be bad for the balance of payments, for sterling and for 
gilt-edged, and it is to be hoped that the efforts now being 
made to bring about a speedy settlement of the docks dispute 
will be successful. ` 

The big news, sharewise, since the previous article, has been 
the bank interims — and what a mixed bag they have been! 
On July 2oth, Barclays announced first half pre-tax profits up 
from £39-7 million to £54:5 million, with the dividend raised 
from the equivalent of 44p to 5p per share, adjusting for the 
recent 100 per cent scrip issue. Though the chairman, Sir John 
‘Thomson, felt it would.be unwise to make a firm prediction for 
the whole year, these results pleased the market and the shares 
ended risp higher on the day. 

Next day, however, came the results from Midland and Lloyds 
which predictably were not so good, not even as good as ex- 
pected. Midland’s half-year profit increased from {24,168,000 
to {28,209,000 and the dividend was raised from y per cent to 
5$ per cent after allowing for the recent one-for-two scrip. 

Lloyds reported pre-tax profits up from {27,585,000 to 
£29,241,000, but after allowing for taxation and adding in an 
exceptional profit of £2 million in 1971, profits after tax are 
‘down from 18,699,000, to 17,022,000. Minority interests 
payable on subsidiaries are also higher, reducing the profit 
available for retention and distribution still further. The 


interim dividend was raised from 7 to 8 per cent, but share- 


holders were reminded that this did not.necessarily indicate 
the dividend for the whole year would be higher than the 16 per 
cent paid in 1971. 


'Satisfactory improvement” 

National Westminster's group profit before taxation, . an- 
nounced on July 25th, is more in line with Barclays, showing a 
31 per cent increase from £38,124,000 to £50,005,000, and the 
interim dividend is raised from 4:125p to 5-250p. Moreover, the 
results for the full year are expected to show a satisfactory 
improvement over last year, whatever that may mean in more 
precise terms. Nevertheless, the share price last week fell a full 
40 points reflecting a bull position in the shares and possibly 
doubts about the bank's ability to keep up this rate of increase. 
_ Over the first half, Barclays’ pre-tax profits rose by 37 per 
Cent, and maintenance of this rate of increase over the whole 
_ year would doubtless see the shares move up still further. But it 
now looks as though the watershed has been crossed and that 
Barclays will do well if it increases its profits over the whole of 
1972 by 25 per cent. This is partly because the banks have 
` generally raised their interest rates to depositors by £ or š per 
cent above the parallel increase in the rates charged on over- 
drafts; for this and other reasons, investors sense lower 
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profit margins and sharper competition among the banks. 

What then is the message for investors in bank shares? Banks 
have had a marvellous time since the publication of the Crowther 
Report, but as has so often happened before, what goes up fast 


‘can come down fast or even faster. In the case of Barclays, the 


1972 first half profits were actually {3-1 million better than the 
1971 second half profits, so that there is certainly no immediate 
danger here; and the same applies to National Westminster. 

However, the Stock Exchange often anticipates a coming 
trend nine months ahead, and it may feel — in the light of the 
Lloyds and Midland results — either that the growth is beginning 
to go out of banks, or that there is a good case for discrimination 
between Barclays and National Westminster on the one hand : 
and Midland and Lloyds on the other. Moreover, bank shares 
which had been very active earlier last year fell back somewhat in 
the autumn, to pick up strongly in anticipation of the final results 
for 1971; a movement which was certainly justified in the event. 

The same performance could well be repeated this year, with 
perhaps more emphasis this time. on the decline than on the 
pick-up, though at the moment bank shares are recovering after 
their earlier fall. 

Our current selection of British Funds and fixed interest 
stocks is as follows: 


British Funds 


Life of over 15 years On re- 1972 
Price Yield demption High Low 
Treasury 73 percent 1985-88.. 902 8-53 8:84 97 89 
Treasury 63 per cent 1895-98.. 78 8-79 9-10 90 75 
Funding 33 per cent 1999-2004 44 7°83 8-60 54 47 
Treasury 8 per cent 2002-06 88 9:28 9-35 101 85 
High Yielding Fixed Interest Stocks 

Watney Mann 8 per cent Loan | 

Stock 1990-95 .. 87 9:2 — 97 79 
Associated Portland Cement. 9 

per cent Loan Stock . .98$ over 9 — 104 984 
Brooke Bond Liebig 73 per cent 

Loan Stock 2003—08 .. 80 9-7 — 92 75 
Metropolitan Estate & Property 

8 per cent Loan Stock 2000— 

05 a fe .. 84 


9-5 — 92, 75 


Ordinary shares 


Upheaval in stock-markets which followed the imprisonment of ` 
the five dockers in Pentonville has given way to a sense of relief 
that providentially the worst has not happened, although it is 
bad enough that the country should be crippled by yet another 
dock strike. But the mood of the militants has been made very 
clear and it would seem advisable to avoid laboùr intensive 
shares for the time being. Accordingly, at present, we keep to 
the property and financial sectors of the economy. 

Of the shares in these sectors given in The Accountant for 
July 2oth, Dawnay Day have improved from 220 to 231p, 
A Howden from 178 to 185p and Metropolitan Estate & Property 
from 249p to 258p; while Samuel Properties shares, which were 
170 at the time of writing the previous article, had to be revised 
to roop just prior to publication. They are now 199p. Below 
we give our present suggestions, but only to be acted upon if the 
country is relatively free of industrial troubles at the time: 


P/E 1972 
Price Yield | Ratio High Low 
Haslemere Estates ordinary 10p 
shares : 175 17 46:3 182 130 
Trafalgar House ordinary 20p 
shares Së 1844 2:2 28:1 220 150 
Montagu Trust ordinary 25p i 
shares 278 1:8 — 320 205 
Con Bowring ordinary 25p I 
shares .. 154xe 1:9 22 171 1144 


Haslemere Estates is one of the fastest growing property 
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companies, assets having increased from {10 million to almost 
£50 million in the last five years. Dividend for the year ended 
March 31st last has been increased from 20 per cent to 30 per 
cent and another increase is forecast for the current year. A 
substantial volume of development in the pipeline provides a 
basis for steadily-rising rental revenue over the next few 
years. 

Trafalgar House is a builder as well as a property owner, and 
also owns Cunard. But property and investment income 
accounts for the greater part of net revenue before taxation 
which, for the first half of the current year, increased from 
. 43,933,000 to £5,339,000. Prospects for the second half are 
said to be good. Montagu Trust is nearly 40 per cent owned 
by the Midland Bank and has a wide spread of interests in 
banking, insurance broking and insurance underwriting. 
Profits of the group for the past year increased from £3,545,000 
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to £5,378,000 and the dividend was raised from 14 per cent to 
20 per cent. It is expected that the current year's results will be 
satisfactory and that growth will continue in the long-term. 
C. T. Bowring is a large insurance broker with a very successful 
record. The present price is ex a three-for-one scrip issue, 
so that in ex capitalization form the shares may be expected to 
attract a larger following. 


Property bonds 
A good deal of money is still going into property bonds, the 


` merits of which, as in the case of property companies, depend 


upon size, quality and management. By and large, it is probably 
better to invest in the bonds of the larger concerns, since they 
will have a bigger spread of underlying property investment arid 
thus greater relative safety. | : 





X 
STUDENT ROUNDABOUT 


London CASS Needs 


Revitalizing 


CONTRIBUTED 


HE Chartered Accountant Students' 

Society of London has had its 
problems before — varied both in nature 
and the way in which they have been 
overcome. À scrutiny of its annual report 
presented to the annual general meeting 
on June 6th (Roundabout', June 15th), 
by the retiring Chairman, Kevin Lennon, 
reveals that this coming year will be no 
exception. The months ahead will be 
testing ones for the committee under its 
new Chairman, Mike Holmes, and unless 
attitudes of principals and students 
change, the country’s largest chartered 
student society could become’ a fossil, 
surviving merely to manage itself. 


What is the problem ? 


In the red by over £14,000 and a deficit 
last year of some £7,000; add to that, 
dwindling attendances at courses and 
lectures of growing quality and it becomes 
apparent that plenty of wet towels and 
unpleasant decisions lie ahead for the new 
Chairman and his committee. 

The Society seems to be drifting aim- 
lessly; much of its broader functions 
have been taken over by ACASS and 
local services such as courses have often 
had to be cancelled because of lack of 
support. The Society seems embedded in 
the pre-war period of articled clerks' 
premiums and stiff collars; even the 
Institute has been looking more ad- 
venturous recently. | 


Integrity and tradition are hall-marks 
of both bodies, and so they should be, 
but what is wrong with dynamic leader- 
ship of students towards the next 
decade, and imaginative and vigorous 
planning of facilities, courses, and social 
events? The present situation is, sadly, 
that London has lost its bank balance and 


not yet found a role! 


Alternatives before the 
committee 


(a) Cease operations 


London's committee must be seriously 
considering this possibility, for it cer- 
tainly has its advantages — this year's 
income has presumably all been received 
and if expenditure were stopped entirely 
for the remaining five months the savings 
should eliminate the deficit. However, one 
would hope for the sake of all concerned 
that the committee 1s sufficiently wise to 


: reject this short-term expedient. 


Such a move could bring down ACASS 
just as that body, contrary to the views of 
some, is moving into a new era of 
professionalism. It would lower the 
credibility of the student voice through- 
out the profession, it would leave some 


9,000 members with. neither local repre- 


sentation nor services, and it would 
cripple a students' society of great tradi- 
tions and experience which,. despite the 


present troubles, could have real and 


exciting prospects. 


(b) Axe expenditure 


Clearly, if London is to be a viable body 
in the long term it must be prepared to 
sell itself; that is, not only to provide 
value for money, but also to demonstrate 
that it does so. 

Pruning expenditure might help to- 
wards eliminating the deficit, but as a tactic 
used on its own it would reduce value for 
money, causing a cut-back on services 
which the Society can provide to its 
members, leaving it only with adminis- 
trative machinery which collected income 
and provided no services at all. 


(c) Increase income 


London has three main sources of 
income — principals (subscriptions and 
entry fees) qualified members (sub- 
scriptions) and course fees. 'T'he first two 
are actual, the third only potential. - 
The present annual subscription is £5. 


. Surely a farcical subscription to what is, 
after all, one's professional association. 


If the sum could all be spent on services 
to members it would provide, say, a 
sandwich per week to each member; 
cumulatively over four year articles it 
amounts to only 40 per cent of the pro- 
posed Institute admission fee! 

There is indeed a strong case for 
London to ‘go to the country’; that is, to 
present a plan for new services to mem- 
bers and ‘sell’ it to principals and 
students as real value for {15 or {20 per 
annum. Some 7o per cent of such a 
subscription could provide genuine ser- 
vices, the balance covering overheads. 


What extra services could 
be 'sold' ? 


London should co-operate more with 
principals, particularly in small and 
medium firms, to provide a compre- 
hensive and systematic training pro- 
gramme which could cover all general 
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aspects of a student's financial education 
as well as examination syllabuses. 

Members' . studies 
planned before even their first day of 
articles, with a series of lectures, modular 
notes, residential courses and examina- 
tion revision courses. Practical office 
work could be planned ahead to comple- 
ment these studies and together they 
would thoroughly prepare the student 
for his post-qualification career. 

The increased subscription would 
cover the organisation of the courses, and 
fees could be charged to meet the running 
expenses. 


Higher income could provide a wider ` 


and more up-to-date library service, 
increased study room facilities with a 
resident tutor in the evenings to assist 
with students’ study problems, the 
possibility of moving to modern premises, 
and financial assistance for regular 
social activities both in and around 
London. 


Responsibilities of principals 

and students 

A vicious circle could develop if ex- 
penditure and services are cut, principals 


and qualified members would be less’ 
so expenditure. 


willing to pay more, 
would have to be cut further. 

Whatever Mike  Holmes's abilities 
may be, his shoulders alone should not 
have to bear the whole burden. Re- 
sponsibility for the prosperity of the 
Society rests primarily with the principals 
who provide most of its income and the 
students who elect its committee and 
use its facilities, Principals must be 
prepared to pay sufficient in subscriptions 
. and entry fees to enable so large a 
Society to fulfil its proper function. 


Forward planning 


Principals must not only encourage their 
articled clerks to participate in the 
Society’s activities, but plan these 
activities as part of their students’ career 
development. Students, for their part, 
must realize that they have a long-term 
interest in the accountancy societies, both 
` senior and student, and be prepared to 
co-operate in planning and organizing, 
and to participate fully in all the Society’s 
events which are, after all, arranged for 
their benefit. 


Dynamism required 

` Apathy of members there may be, but 
this can be over-emphasized as an 
. excuse for lack of dynamism at the top; 
- why should students be interested in a 
cob-webbed and retreating society? The 
. ball is now in the court of the. new 
Chairman and his committee and it is up 
to them to take the decisions that will 
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give London a new role, and to provide 
the vigour for it to be fulfilled. 


WHOLE-WEEK COURSES IN 
BIRMINGHAM 


In response to a substantial demand for 
one-week courses by members of Bir- 
mingham CASS, Foulks Lynch are to 
hold a series of lectures covering all 
aspects of the Institute’s Intermediate, 
Final Part I and Final Part II exami- 
nations. 

'To be held at Doctor Johnson's House, 
Colmore Circus, Birmingham, classes for 
Intermediate students commence on 


August 29th. Those for Final Part I and : 


Final Part II start on October 3oth and 
16th, respectively. It should be noted 
that the classes will not comprise lectures 
exclusively; set work will also be given 
and students will be encouraged to raise 
points of difficulty they may be encounter- 
ing in the various stages of their studies. 


A particularly helpful feature will be the - 


fact that tutors will be available for addi- 
tional study consultation following each 
day's formal session. 

The respective classes are purposely 


being limited to a ‘manageable size’ so as 


to provide the maximum standard of 
tuition and learning. Early application i iS 
therefore advised. 

For the Intermediate last the fee is 
£12, and for Final Parts I and II, £15. 
Enrolments will be dealt with strictly in 
order of receipt and applications should 
be sent, together with the appropriate 
fee, to the course director, Mr E. H. 
Woolf, A.C.A., Foulks Lynch (Classes) 
Ltd, 4 Chiswell Street, London ECrY 
4UR. 


SUCCESSFUL SOUTH WALES 
RESIDENTIAL COURSE 


RESULTING from some hard committee : : 
- ham again emerged the victors by five 


work and plenty of publicity, almost all 
the places for the residential course for 
members of the South Wales CASS at 
Caer Llan Field Study Centre, near 
Monmouth, were taken up. 

Held from July 20th to 22nd, the 
course, designed for the benefit of 
members at all levels of their studies, 
was conducted by tutors from Foulks 
Lynch. The scope of the course was wide 
and dealt in some depth with verification 
procedures as well as VAT, inflation and 
the accountancy implications, computer 
auditing, personal tax computations, 
corporation tax, and recent trends in 
business finance. 

The many who attended were un- 
animous in the view that they had 
learned a great deal and expressed the 
hope that the course will become a regular 
feature in the Society’s programme. 
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SOUTHAMPTON LEARNS 
ABOUT COMPUTERS 


A highly beneficial afternoon tour was 
recently hosted by Feni Data Services 
for members of the Southampton CASS. 
Since few students in the area are fortu- 
nate enough to become closely involved . 
with all the features of mechanized data 
processing on a large scale either with 
clients, on industrial secondment, or in 
the office, the afternoon visit greatly 
extended this area of practical knowledge 
for most Part II and Intermediate 
members. 

The tour featured a special démonstra- 
tion of the preparation of the accounts 
of Mr A. Farmer from incomplete records, 
showing original documentation being 
transposed on to punched cards, processed, 
and finally printed-out from the com- 
puter, analysed, agreed and summarized 
ready for direct presentation in final 
accounts form by the client, a firm of 
accountants. 

It is planned by the Society to include 
more industrial visits of this nature in its 
future programme. : 


SHEFFIELD SLUMP AGAINST 
BIRMINGHAM 


BitRMINGHAM CASS travelled up to 
Sheffield on July 19th, with cricket, 
tennis ‘and golf teams. It was the first 
such encounter between the two societies 
for two years. 

In the cricket match — reduced by 
time to 30 overs — Birmingham: batted 
first and scored 116 runs, with Phil 
Freeman hitting 36 and Brian Disbury - 
19. Sheffield were overawed by this 
target, only scoring 38 runs thanks to the 
bowling of Peter Riley (3 for 9) and 
Logan Mylvaganam (4 for 11). 

In a very tense tennis match Birming- 


rubbers to four. At tea, with one match to 
play, the rubber stood level, but David 
and Martin Hare played well and beat 
the Sheffield second pair Andy Burns and 
Andy Watson 7-5, 6-3. Julian Hare and 
Malcolm Jones won all three of their 
rubbers, but David Varley and Bob 
Brownsdon were unable to master the 
dusty courts and went down in all three. 

Another of the Birmingham Hare 
family - Rodney - played in the golf 
team, but was unable to match his 
cousins’ efforts in the tennis and he and . 
John Wheatley went down to a strong 
Sheffield pair, losing 2—0. 

The day's events were concluded by 
what was described as a very good social 
evening prior to the Birmingham teams 
leaving for home ‘at an early hour! next ` 
day. 
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and 
Notices 





PROFESSIONAL NOTICES 


ANNAN IMPEY MORRISH: and 'T'ANSLEY 
Witt & Co announce the formation of a 
firm under the name of 'l'ANsLEY WITT 
A.I.M. to carry out management con- 
sultancy work. 'The partners in the firm 
are: Messrs C. H. BROWN (managing 
partner), G. C. Con J. W. Hits and 
R. E. SCOONES (executive partners), and 
N. A. CHALMERS, M. Fitzpatrick, T. G. 
HARDING, I. R. Harvey, W. A. Lowe, 
L. Owen and B. O. TEMPLETON. The 
address of the partnership will be Old- 
bourne Hall, 43 Shoe Lane, London 
EC4A 3BL. The existing practices of 
ANNAN Impey MORRISH and 'TANSLEY 
WITT & Co and their respective associ- 
ated firms, continue unchanged. 


ELLIOTT Norman Jacoss € Co an- 
nounce that Mr S. K. QUEK, A.C.C.A., 
who has been with the firm for several 
years has been admitted as a partner, 
with effect from August rst, 1972. The 


name of the firm remains unchanged. 


KIMBERLEY, Morrison, Moore & Co, 
Chartered Accountants, of Portman 
House, Temple Row West, Birmingham, 
announce that Mr M. D. MOORE, F.c.a., 
retired from the partnership on June 
30th, 1972. 

LEEDS BanLow & Co and NEVILLE 
RUSSELL & Co, Chartered Accountants 
of Luton, announce the retirement on 
July 31st of the senior partner Mr H. L. 
BARLOW, F.C.A., who has been practising 
in the town for over 35 years. Mr Barlow 
wil continue:to be actively associated 
with the firm in a consultative capacity. 
Mr D. R. WILLETTS, B.A., A.C.A., was 
admitted as a partner on August rst. 


NEVILLE RussgELL & Co (London), 
Chartered Accountants, announce the 
retirement of Mr H. L. BARLOW, F.C.A., 
on July 31st, and the admission as a 
partner on August rst of Mr J. WATKINS, 
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A.C.A., who has been a senior member of 
the staff for a number of years. 


PALMER RussELL & Co, Chartered 
Accountants, of Bedford announce the 
retirement on July 31st of the senior 
partner Mr H L. BARLOW, F.C.A., and 
the admission as a partner on August Ist 
of Mr D. R. WILLETTS, B.A., A.C.A. Mr 
BARLOW will continue to be associated 
with the firm in a consultative capacity. 

TURQUANDS BARTON MayHEw & Co 
announce that in anticipation of United 
Kingdom entry into EEC they intend 
with their associates in the Netherlands, 
Messrs KLYNVELD : KRAAYENHOF & Co, 
and in the Federal Republic of Germany, 
VEREINIGTE DEUTSCHE TREUHAND- 
GESELLSCHAFT, to establish the firm of 
KLYNVELD, TURQUANDS, VDTG & Co as 
a first and major step towards the develop- 
ment of a multi-national practice. The 
firm will have its headquarters in Brussels 
and branches throughout Europe. During 
the coming months the three firms will 
move into common offices in all the 
countries where they practise at present 
and the new firm of KLYNVELD, TUR- 
QUANDS, VDTG & Co will practise along- 
side the three firms in the same offices. 

WHINNEY Murray & Co announce 
that Mr C. S. CARTER, F.C.A., has resigned 
from their partnerships in Teheran and 
elsewhere in the Middle East. 

EDMUND D. WHITE & Sons, Chartered 
Accountants, of Liverpool, announce that 
on July 31st, 1972, Mr P. F. ROGERS, 
F.C.A., is by mutual agreement retiring 
from the partnership and will commence 
practice separately under the name of 
P. Fercus Rocers & Co at 327 India 
Buildings, Water Street, Liverpool 2, 
and in the Wirral. The other partners will 
continue the practice of Epmunp D. 
WuiTeE & SONS as heretofore. 


APPOINTMENTS 


Mr Michael Bown, A.C.A., has becii 


appointed administration director (de- 


signate) of Jenks Brothers Foods. He 
was previously finance director of Schick 
Electric and Schick International Inc. 

Mr T. L. Hughes, F.c.c.a., has joined 
the board of Dawson & Barfos, and Mr 
R. S. Tomlinson, B.A., A.C.A., has been 
appointed. secretary and group financial 
controller on the resignation of Mr A. F. 
Downie, F.C.A. 

Mr Ernest Sprunt, A.C.A., secretary 
and administration manager of Spicers 
International, has been appointed a 
director of the company. 

Mr Henry A. V. Wilson, B.COM., F.C.A., 
F.C.M.A., M.I.M.C., formerly with Binder 
Hamlyn Fry & Co, management con- 
sultants, is now with ATV Management 


` Services. 
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BIM CHAIRMAN 


Sir Basil Smallpeice, K.C.V.O., B.COM., 
F.C.A., J.DIP.M.A., retires as Chairman of 
the Council of the British Institute of 
Management at the annual meeting on 
October 4th, and will be succeeded by 
Mr John Arkell, c.B.E., who is currently 
a Vice-Chairman of the Council and a 
member since 196r. 

Director of administration at the BBC ` 
from 1960 to 1970, Mr Arkell is at 
present a director of Boots, the Coates 
group of companies and the United 
Kingdom Provident Institution. Among 
his other offices, he is Chairman of the 
Air Transport. and ‘Travel Industry 
Training Board and a lay member of the 
National Industrial Relations Court. He 
is also an active member of the National 
Trust and the Council for the Protection 
of Rural England. 


[CMA SUMMER SCHOOL 


Sir Ronald Melville, Permanent Secretary, 
the Civil Service Department, will be 
among the speakers at The Institute of 
Cost and Management Accountants’ 23rd 
annual residential Summer School to be 
held at St Catharine’s College, Cambridge, 
from September 11th-16th. 

The theme of the school will be “Profit 
improvement through corporate plan- 
ning’ — a vital field in which the manage- 
ment accountant has a key part. Because 
of’ its importance to management in 
general, the School is opening its doors 
to business colleagues of members and 
advanced registered students. 

The session speakers will be Mr Allen 
Sykes, B.SC.(ECON.) managing director, 
Rio Tinto Enterprises, on ‘Corporate 
planning and profit improvement’; Mr 
Alan Chambers, F.C.M.A., J.DIP.M.A., 
senior partner, Urwick Orr and Partners, 
on ‘Corporate planning case study’; Mr 
G. P. Slater, B.SC.(ECON.); F.C.M.A., on 
‘Corporate planning in practice’; Dr Bal 
Wagle, PH.D., of the IBM (UK) Scientific 
Centre, on ‘A use of computers in plan- 
ning’; and Mr A. D. Mackay, B.COM., 
C.A., F.C.M.A., chairman, Keyser Ullman 
Industries, who will sum up the work of 
the school. f 

Sir Ronald Melville will propose the 
toast of “The Institute’ at the dinner 
which closes the week’s activities. 

The inclusive fee is {£50 and applica- 
tions (with cheques) should be sent with- 
out delay to Mr D. C. Wildish, POE 
Secretary, ICMA, 63 Portland Placi 
London WIN AAB. 


SCOTTISH INSTITUTE COURSES 


Two complementary. courses for the 
young chartered accountant are to be 
held in September by the Post-qualifying 


‘Education Department of The Institute 
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of Chartered Accountants of Scotland. 
Entitled ‘The young. CA in industry’ 
and “The young CA in practice’, the 
latter course will take place in Edinburgh 
on Wednesday and Thursday, September 
20th and 21st, and the former in Glasgow 
on Thursday and Friday, September 
28th and 29th. 

"The objective of the course for the 
young chartered accountant in practice 
is to explain some of the problems that 
face the practitioner, and the course will 
pay particular attention to the attitudes 
and responsibihties which are integral 
parts of the daily life of the practising 
CA. 'There will be papers and discussions 
on audit aims and objectives; legal liability 
and fraud; accounting standards; com- 
munications; tax reform; and prospectuses 
and profit forecasts. 

Commenting on “The young CA in 
industry’ course, Mr John Campbell, 
Director of the Post-qualifying Educa- 
tion Department, states that the young 
CA entering industry or commerce does 
not usually have a sufficient awareness of 
other functions and the importance of 
cross-fertilization between them. "The 
course is therefore designed to deepen 
this awareness and includes papers and 


discussions on management accounting 


and information; management develop- 


ment and training; inter-personal com- 


munication; the personnel function; and 
the Industrial Relations Act.’ 


CA APPRENTICESHIP GUIDE 
New Educational Requirements 
"The 1972-73 CA Apprenticeship Guide, 
from The Institute of Chartered Ac- 
countants of Scotland, gives for the 
first time the proposals of the Institute 
concerning the new educational require- 
ments which will be required by ap- 
prentices in the autumn of 1973. 

These proposals are: 


(a) All entrants to apprenticeship after 
March 31st, r973, will need to 
be graduates who have studied 
for their degrees accountancy, law 
and economics, or to have graduated 
in other subjects and, additionally, to 
have completed satisfactorily an ap- 
proved post-graduate course in pro- 
fessional subjects at a university, or to 
have completed satisfactorily a new 
two-year Higher National Diploma 

| (HND) course in accounting. 

(b) The period of indentured service 
required will be three years from 
graduates and four years from HND 

; holders. 
(c) There will be a new two-part 
l examination for all candidates. 

(d) Education during apprenticeship will 
be through classes organized by the 
Institute on a day-release basis at 
which attendance will be com- 
pulsory.. 


*- 
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(e) Transitional provisions will be made 
to enable apprentices who registered 
their indentures on or before March 
31st, 1973, to transfer to the new 
system. 


Copies of the Guide are circulated to all 
members of the Institute who are training 
apprentices, to the apprentices themselves, 
to schools, universities, and youth em- 
ployment and career advisory offices; 
copies are also available from the offices 
of the Institute, 27 Queen Street, 
Edinburgh EH2 ILA. 


ANNOTATED TAX CASES 


Part 3 of volume so of the Annotated 
Tax Cases, edited by Mr Peter Rees, 
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Q.C., 15 now published and contains 
reports, with notes on the judgments of 
the following cases: CIR v. Anderson 


` (Ch.D.); Baytrust Holdings Ltd v. CIR; 


Thos Firth and John Brown (Investments) 
Ltd v. CIR (Ch.D.); B.S.C.- Footwear 
Lid (formerly Freeman Hardy and Willis 
Ltd) v. Ridgway (H.L.); Shell Petroleum 
Co Ltd v. Tones (H.L.); British Petroleum 
Co Lid v. Cropper (H.L.); Owen v. 
Burden (Inspector of Taxes) (Ch.D.) and. 
(C.A.); Ball (Inspector of Taxes) v. 
Johnson (Ch.D.); Thurgood v. Slarke 
(Inspector of Taxes) (Ch.D.). 

The annual subscription to the Anno- 
tated Tax Cases is £5 post free, and the 
publishers are Gee & Co (Publishers) 
Ltd, 151 Strand, London WC2R 1]]. 


IN PARLIAMENT 


Financial Advertisements 


Mr McCniNDLE asked the Secretary 
of State for Trade and Industry whether 
he is satisfied with the control of financial 
advertisements; and if he will make a 
Statement. 

"THE MINISTER FOR TRADE (MR MICHAEL 
NOBLE): The Trade Descriptions Act 
1968, makes it an offence for any person 
in the course of business to make know- 
ingly or recklessly in any advertisement of 
services, which includes financial services, 
a statement which is false to a material 


degree. Other statutes impose further 


regulation on particular types of financial 
advertising and I am considering the 
proposals of the Crowther Committee on 
Consumer Credit for regulation of ad- 
vertisements of consumer credit. 

Hansard, July 17th, 1972. 


answers, col. 7. 


‘Oral 


- Rolls-Royce Limited 


Mr WALTER JOHNSON asked the Secretary 
of State for Trade and Industry if he 
is now able to state what the prospects 
are for the holders of workers’ shares 
in the old Rolls-Royce Company. 

Mr MICHAEL HESELTINE: I have 
nothing to add to the statement by my 
hon friend the Under-Secretary of State 
for Trade and Industry in the adjourn- 
ment debate on April 1yth [The Ac- 
countant, April 27th]. 

Mr Jounson: Is not the Minister aware 
that many holders of workers’ shares are 
retired staff who not only gave a lifetime 
of service to Rolls-Royce but invested 
their life savings as well? Surely the 
Government can look again at this very 
human problem and try to find some way 
of compensating these people? 

Mn HESELTINE: I iia SE with 


the very deep feelings of the hon gentle- 
rnan and, I am sure, any of those who 
worked for the company for a lifetime. 
But the fact of the matter is that it is 
impossible to devise a scheme which dis- 
tinguishes between one group of share- 
holders and another. This is the view 
we expressed in the adjournment debate, 
and Í am afraid that no way round it has 
been found subsequently. 

Mr Rost: As any compensation to 
shareholders must depend to a large 
extent on the value placed by the inde- . 
pendent assessor on the assets taken over 
by the Government, should not the inde- 
pendent assessor’s investigations be held 
publicly? As the new company has been 
trading for 18 months, when can we. 
expect the first profit figures? | 

Mr HESELTINE: If my hon friend 
cares to table a question about that, I 
shall deal with it as soon as possible. But 
I am delighted that we have been able 


- to go ahead with the appointment of the 


expert [Mr W. E. Parker, C.B.E., F.C.A., 
The Accountant, May 4th] so that the 
negotiations about the valuation can 
proceed as fast as possible. 

Hansard, July 17th, 


answers, col. 28. 


1972. ' Oral 


Income Tax: 
Maximum Marginal Rates 


Mr LOVERIDGE asked the Chancellor of 
the Exchequer what steps he is taking to 
reduce the United Kingdom maximum 
marginal income tax rates nearer to those , 
of France and Germany, in view of the 
increase announced from 88-75 per cent 
for 1972—73 to go per cent for 1973-74 
for top taxation rates in the United 
Kingdom. 

Mr Nott: Although the maximum - 
combined rate of unified tax appears 
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high, I would remind my hon. friend that 
nobody will be worse off than at present 
except at some very large incomes. For 
example a single man with only invest- 
ment income will not be worse off unless 
that income exceeds £150,000. In general, 
direct taxation has been substantially 
reduced since 1970. 
Hansard, July 18th, 
answers, col. 71. 


1972. Written 


Maintenance Avvards 


Mr LovERIDGE asked the Chancellor of 
the Exchequer when he will take steps 
to ensure that married or divorced 
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women, who have been awarded main- 
tenance by the Courts, are not taxed 
upon the amounts of such awards until 
the cash has been received by them, thus 
avoiding the hardship which often arises 
when deductions are made under the 
Pay As You Earn system, even though the 
Court awards have never in fact been 
paid, or are only paid intermittently. 

Mr Norr: Normally, when mainten- 
ance payments fall into arrear, PAYE 
codings are adjusted appropriately. I have 
written to my hon. friend about a par- 
ticular case. 

Hansard, July 18th, 
answers, col. 7o. 
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Tax Credit System 


Mr Less HUCKFIELD asked the Chan- 
cellor of the Exchequer whether he will 
make a further statement about progress 
towards a negative income tax or tax 
credit system. 

MR TEBBrr asked the Chancellor of 
the Exchequer when be expects to 
publish the Green Paper on the tax 
credit system. 

Mr Barser: As I said in my Budget 
statement, I propose to publish a Green 
Paper setting out the scheme in detail 
later this year. 

Hansard, July 25th, 
answers, col. 243. 
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The Institute of Municipal Treasurers 
and Accountants 


Results of Examinations held in May 1972 


Places and prizes will be awarded on the combined results of the May 1972 and 


November 1972 examinations 


FINAL PART 1 EXAMINATION 


The following candidates have completed the Final examination: 


Angel, L. R., Chesterfield RDC 


Bailey, P. A. N., Hawarden RDC 
Baldwin, J. E., Rayleigh UDC 
Blakeston, A., Yorks (East Riding) CC 
Brooking, D. A., Slough 

Brown, J. A., Norwich 


Carson, G., Coatbridge 

Chance, G. W., West Bromwich 
Cocking, G. B., Sheffield 
Cunningham, W., Airdrie 


Darlington, D., Buckley UDC 
Davies, H., Carmarthenshire CC 
Davis, M. G., Bath 

Dixon, B. L.,'l'ower Hamlets 
Dowsett, K. J., Haverhill UDC 


Edwards, R. J., Harrow 
Eley, B.R., s. 
Eynon, I. M. (Miss), Greater London Council 


^ Harding, L. J., South Western Regional Hospital 


Board 
Hare, R. A., Kettering 
Harrower, T. G., Ayr 


Lambert, G. R., Colchester 
Lewis, J. A., Godstone RDC 


Martin, ER Ayr 
Miller, M 
DC 


U 
Morgan, P. J., Surrey CC 
Phillips, W. C., Pembrokeshire CC : 


"M. Mrs), Hazel Grove & Bramhall 


1 
Richardson, D. H., Bournemouth 
Rousell, J. M. , Havant & Waterloo UDC 


Sawford, J. L., Bedfordshire CC 


Scrutton, 5. J., Batley 


Sharp, D. I., Leeds 
Smeaton, I., Glasgow Northern Hospitals 


Thompson, E. P. G., Lusaka (Zambia) 
Twine, H. J., Hackney 


Voyzey, A. D., Cardif RDC 

Whalley, D. E., Department of the Environmeni 
(London 

Worsick, H., Burnley 


Young, R, G., Greenwich 


The following candidates have passed Part r of the Final examination only: 


Adams, B. K., Corporation of London 

Anderson, M. J., Southwark 

‘Anderton, J. Ges Leeds Regional Hospital 
Board 


Antonini, R., Dudl 
Arnold , W. E. Oxfordshire CC 
Ashforth, R. , Wolverhampton 


Baker, H., Gloucester 

Bakewell, M. R., Newham 

Ball, D., Kidsgrove UDC 

Barnes, M. J., Department of the Environment 
(Bolton) 

Barton, J. F. C., Dudley 

Bassett, T. E., Dartford RDC 

Bateman, G. 

Bayliss, R. W., Birmingham 

Baynes, R. M., Bedford 


C., Westmorland CC | ME 


Beacall, G. H., Crewe 

Beart, M. J., Dorset CC 

Beckford, T. E., Greater London Council 
Beer, D, J., Wiltshire CC 

Bendle, R., Swansea 

Betts, D. M., Surrey CC 

Biggs, D. F., Cheshire CC 

Black, 'T'. M. (Miss), Banbury RDC 
Blakey, P. N., Derbyshire CC 

Bott, M. A., Berkshire CC 

Bowditch, M.R. (Mrs), Surrey CC 
Boyce, B. 'K. N. (Miss), Hampshire CC 
Brace, G. W., Salop CC 

Bradley, J. H., ‘Tower Hamlets 
Bradley, V. (Mrs), Doncaster RDC 
Braidley, 'T'. J., Sutton Coldfield 
Brake, M. J., Dorset CC 

Browne, A. R., Hammersmith 


Butler, D. R., Kensington & Chelsea 
Butterworth, J. W., Bury 


Calladine, J. A., East Midlands SE Board 
Carpenter, J., Bedfordshire CC 
Carr, J. E., Blackburn 

Carslake, B. J., Enfield 

Case, C. M., Andover 

Chandler, B. E., Westminster 
Christmas, M. J., Brent . 
Churchill, R., Sutton 

Clews, G. 'S, , Reigate 

Clifford, A. , Coventry 

Cook, D. G.. Bolton : 
Coombs, A. M., Porthcawl UDC 
Cooper, G. , Stourbridge Š 

Cox, G., ‘Bolton 

Coyle, R . M., Southern Gas Board 
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Crocombe, J. A., Birmingham 
Cross, P. W., Hemsworth RDC 
Crowe, S. D., Durham CC 
Cunliffe, D. T. , Adlington UDC 
Cutts, A. C. T., St Helens 


Darby, P. W., Lancashire CC 

Davies, A. J., Pembroke 

Denning, R. T3 Bristol . 

Dobson, A. R. ; Houghton-le-Spring UDC 
Docherty, S. S. , Glasgow 

Duffield, I. W., 'St Albans 

Dyke, M. C., Fylde Water Board 


Earlam, D. R., Gloucester 

Earle, D., Tees-side 

Ecart, M. J., Canvey Island UDC 
Edwards, M. A., Bedford 

Edwards, M., Cumberland CC 
Ellingford, M.R. , Ottery St Mary UDC 
Ellis, A. E., Yorks (West Riding) CC 
Ellis, M. H., Sheffield . 

Elms, R.J., Leicester 

Evans, D. R., Birmingham 

Eves, J. C., Norwich 


Fergus, I., Midlothian CC 
Ford, K. A., Hampshire CC 
Fortune, B. W., Stretford 
Fowler, W., Lancashire CC 
Fowlie, D. J., Eastbourne 


Gadd, J., Gwent Water Board 

Gaffney, R.H. W. , Buckinghamshire CC 
Galbraith, P. M., Yorks (East Riding) CC 

Gell, B. W., Staffordshire CC 

Goldthorpe, À. E. (Mrs), Yorks (West Riding) CC 
Graham, J., Durham CC 

Greenwood, M. G., Bedford. 

Griffin, P. A. , Walsall 

Gripton, W. T. West Bromwich 

Guy, S., Weymouth & Melcombe Regis 


Hall, M. J., Shrewsbury ` 
Hanson, M. A., Morecambe € Heysham 
Harding, M. E. E., Crawley UDC 

Hardy, G., Durham CC 

Harris, R. E., Easthampstead RDC 
Harrison, A.S. , Reading 

Hawkings, W. , Worlsey UDC 

Hawkins, L. G., Staffordshire CC 
Hawkins, R. Es Bournemouth 

Heald, A. R., Glamorgan CC 

Henshall, C., Cheshire CC 

Hewison, En W., Yorks (North Riding) CC 
Hewitt, P.M , (Mrs), Havering | 
Higham, T. P., Nottinghamshire CC. 

Hill, A. L., Birmingham ` 

Hill, R. F., Nottinghamshire CC 
Hodgkinson, K., Southàmpton 

Hogg, C. A., Redditch Development Corporation 
Howard, E. H., Cumberland CC 
Howcroft, D., Lancashire CC 

Howe, A. L., Leeds 

Humm, J. R., (Miss), Kensington & Chelsea 
Humphry, C., Sussex (West) CC 

Hunter, A. J., Buckinghamshire CC 
Hunter, J. C., Sheffield 

Hyde, R., Warley 


Alderton, F. E. (Miss), Southampton 
Allam, R. J., Sussex (West) CC 
Allard, R., Westminster 

Andrews, J. J., Glamorgan CC 
Atkin, D., Salford 

Attree, H. G., Hove 






. ACCOUNTANT 


Isaac, D. M., Port Talbot 


Jackson, G. D., Kingston upon Hull 
Johnson, E., Yorks (West Riding) CC 
Johnson, K. E., Stevenage UDC 
Jones, A L., Cheltenham RDC 
Jones, K. A., Bedwas & Machen UDC 
Jones, M. K., Maidenhead 

Jowett, E. (Miss), Leeds 


Keane, S. F., Kensington & Chelsea 

Kemp, P. R., Nottinghamshire CC 

Kendle, E., Durham County Water Board 

Kirk, W., Lanarkshire CC 

Kirke, Í. K. , Basford RDC 

Knox, S. M. (Mrs), Harlow Development Cors 
poration 


Lee, C. R., Leicestershire CC 
Letto, P. G., Lancashire CC 

Long, B. A., Bournemouth 
Lwanga, D. M., Kampala (Uganda) 


Mackenzie, I., Newburn UDC 
Madsen, H. G., Northumberland CC 
Manning; R. C. L., Portsmouth 
Mansbridge, C. R., Leatherhead UDC 
Martin P. A., Derbyshire CC 
Maycock, A. J., Stoke-on-Trent 
Mayor, J., Lancashire CC 

McCallum, P. G., Glasgow 
McKenzie, J. (Mrs), Barrow-in-Furness 
McLean, D. H., Brentwood UDC. 
Merrill, D. J., Widnes 

Moisan, D., Huddersfield 

Moon, R., Richmond upon Thames 
Moorby, B. W., Barking 

Mortimer, E. J., Lowestoft 

Morton, E. E. J., Doncaster RDC 
Mubela, D., Chingola (Zambia) 


Neate, L. M., Oxfordshire CC 
Nicholson, B. G., Greenwich 


O’ Beirne, J. N., Witney UDC 
Olsson, K., Leeds 

Osborne, C., Bedfordshire CC 
Osment, D. A., Glamorgan CC 


Parsons, M. J., Sutton 

Partridge, G., Barnsley 

Patterson, D. W., Cardiff 

Peach, 5. M. (Mrs), Greenwich 
Pearson, P. F., Nottinghamshire CC 
Pearson, P: ]., "Barking 

Peel, A. P., Sheffield 

Perkins, A. J., Warley 

Perry, J. F., Luton 

Petty, D. M., Oxfordshire CC 
Pickles, K. , Keigh ley 

Pollard, D.C. (Mrs), Nottinghamshire CC 
Porter, T: K., St Albans 

Postill, T. S., Kingston upon Hull 
Pottinger, C. C., Sutton 

Pow, A. A., Lanarkshire CC 

Pow, J. P., Lanarkshire CC 

Pratt, I., Bradford 

Price, E. A. (Miss), Birmingham 
Priest, C., Wandsworth 


FINAL PART 2 EXAMINATION 


Baldwin, P. W., Buckinghamshire CC 
Bannister, K., Kidderminster 
Barnard, R. Y., Gloucester 

Bastable, R. A., Glamorgan CC 
Berry, C. R. V., Surrey CC 

Birtles, J. K., Gloucester 
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Prodgers, D. C., Department of the Environment 
(Swansea) 

E D. F., Winchester 

Pustam, R.R., Swindon 


Ratcliffe, S. D., Dartford 
Reynolds, R. W., South Shields 
Robinson, B., Cheshire CC 
Robson, P. j. 
(Bromley) 
Rowbottom, J., Bolton 


Sanderson, D. J., Brighton 
Saunders, J. C., Cornwall CC 

Scutt, P., Great Yarmouth 
Shearsmith, C., Durham CC 
Shepherd, E. A., Oxfordshire CC 
Shore, J., Bolton 

Simmons, N. C., Witham UDC 
Slade, D. H. B., Hertfordshire CC 
Smith, R. , Dudley 

Spencer, W., Oldham 

Spink, C. M. (Mrs), Leeds 

Sprakes, N. D. (Mrs), Doncaster RDC 
Spurr, R., Castleford 

Sterne, K`, Bedford 

Stone, À. éi Oxfordshire CC 

Sykes, R. A., Northamptonshire CC 


Taylor, D. S., Department of the Environment 


(Carlisle) 
‘Taylor, G. R., Lytham St Annes 
Thomas, G. R., Greater London Council 
‘Thomas, N. , Denbigh 
Todd, D.S. , Surrey CC 
Townsend, B B. G., Hastings 
Treharne, C. J., Devon CC 
Trembath, À. J., Newport 
Tunstall, A. J., Lambeth 


Varley, J. S. (Mrs), Wolverhampton 


Waldron, K. A. (Miss), Manchester 

M e S., Bishop's Stortford UDC 
Wallis, T T. Portsmouth 

Walters, A. (Mrs), Flintshire CC 

Ward, N., Nidderdale RDC 

Ward, P ACC. , Hillingdon 

Waterfall, J. C., Derby 

Waters, A. P., Staffordshire CC 

Watson, I. A. [eh 

Watson, R. W., Poole 

Webb, Š. jm Swansea 

Webb, T.R. , Southampton 

Westwell, F., Buckinghamshire CC 
Whetton, 'R. , Sutton-in-Ashfield UDC , 
White, J. 'R. "Worcestershire CC 

Wilks, R. J., "Ross & Whitchurch RDC 
Willford, G: J., Lymington 

Willis, J. E, Salford 

WEM 


Bo 
Woodcock, G., Westminster 


. Woolway, P. W., Devon CC 


Wright, M. J., Waltham Forest 
Wylie, J. W., Islington 


Yates, K. T. Torbay 
Young, R ., Cheshire CC 


The. following candidates have completed the Final examination: 


Blythe, P. M., Bradford ` 

Boddy, R. S., Sutton 

Bond, A. F. , Lincolnshire (Holland) CC 
Bowman, À., Newcastle upon Tyne 
Bradbury, R. G. A. , Ayrshire cc 
Breckon, I. R. , Manchester 





JOHN FOORD & COMPANY 


61 QUEEN'S GARDENS, LONDON W2 3AH 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


01-262 2473-8 


A. (Miss), Western Regional Howat 





id of the ironia 


` 
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Breen, J. P., Greater London Council 
Brett, D. W., Stretford 

Brierley, D. R., Cirencester UDC 
Brindle, D., Bolton 

Britton, M. B., Greater RUN Council 
Brown, T.R. , Skipton UD 

Brownridge, D. Ka Middlesex Hospital 
Bryant, R. B. E. , Guild ford 

Buck, B. J., North Walsham UDC 
Burbage, D. J., Hampshire CC 
Burchell, K., Buckinghamshire CC 
Burt, J. E., Hertfordshire CC 

Burton, R., Coventry 


Callaway, T., Peterborough 

Calvert, J., Lancashire CC 

Cheek, T. R., Southend 

Chester, B., Worcestershire CC 
Clarke, A. J., Calne & Chippenham RDC 
Clarkson, J. E. , F od 

Clayton, R. K. ' Bradford 

Cole, M. F., Westminster 

Cole, P. J. (Miss), Worcestershire CC 
Collins, R., Doncaster RDC 
Coslett-Derby, J. M. J., Southampton 
Cotton, A., Blackburn 

Crocker, D. J., Torbay 

`, Tamworth 


Dalby, G., Leeds 

Davies, J. M., Glamorgan CC 
Davis, R. N. , Chester 

Dawe, D. , Durham County Water Board 
Dawson, À. C., Barnet 

Dawson, N. J. E., Cheshire CC 
Dixon, R. J., Derbyshire CC 
Dolbear, R., Glamorgan CC 
Donnelly, R. N., Lancashire CC 
Driver, G., Lytham St Annes 
Drummond, P., Tees-side 
Durrell, A. D., Thurrock UDC 
Dury, M. J., Leicester 

Dwyer, M., Dudley 


Eastwood, D. P., Worthing 

Elford, K. S., Southampton 

Ellis, F. J., Lincolnshire (Lindsey) CC 
Emery, J. H., Newcastle-under-Lyme 
Etches, B. D., Dorset CC 


Fincher, J. M. (Miss), Warwickshire CC 
Fisher, P. R., Grimsby 

Flanagan, M. J., Salop CC 

Flanagan, M. f., EE 
Fleetwood, W. D., Sunderland 

Flower, J. H. , Melton & Belvoir RDC 
Fraser, e J. (Mrs), Coventry 

F reeland, C., Lewisham 

Fuller, A. C. , Portsmouth 


Garland, D. T., Leeds 

Golding, J. F. W., Ealing 
Goodyear, C. A., Berkshire CC 
Gorton, S. M., Westmorland CC 


Passed 
Failed 


THE 


ica 


Grant, D. S., Brighton ` 
Greensmith, 7. A., Durham cc 


Hall, C. E., Kidsgrove UDC 
Hammond, P. D., Hastings 
Hart, D. D. , Stirlingshire CC 
Haste, J. V. , Peterborough . 
Hewings, Gc. Ebbw Vale UDC 
Hibbitt, P P. A. , Fylde Water Board 
Hislop, T, im Yorks SC Riding) CC 
ole, A, J., Essex C 
Holland, D. E., Lambeth 
Holness, R. J; Coventry 
Hooper, P. S. , Wandsworth 
Hubbard, K. W., Basford RDC 
Hudson, P. , Nottingham 
Humble, K. J., Dartford RDC 
Hunter, D., Barnet 


Johnston, I. K., Cheshire CC 
Jones, J. M., Rhondda 
Jones, R. O., Cardiff 


Keen, M. D., Glamorgan CC 
Kendrick, P., Salisbury & Wilton RDC 


Lambert, D. B., Department of the Environment 
(Plymouth) 

Lane, M. S., Ealing 

Lodge, J. W. E., Nottinghamshire CC 

Lund, S. J. (Miss), Lincolnshire (Lindsey) CC 

Lynch, L. J., Darlington 

Lynch, R. P., Stroud RDC 


Mander, A., Bournemouth 

Marney, R. M., Thames Conservancy 
Mathias, E. D., Cardiff 

McGowan, C. A. (Miss), Westminster 
McGregor, D. M., Peterborough 
McKendrick, E. J., Lanarkshire CC 
McKenna, A. L., Tees-side 


` McWilliam, J. S., Department of the Environment 


(London) 
Morgan, J. S., Dorking & Horley RDC 
Morland, C. W., Cumberland CC 
Morrell, J. J., Worcestershire CC 
Moses, H., Shildon UDC 


Naylor, W. D., Derby 
Norman, A. G. Mcrae Tydfil 
Norman, D. W. , Leicester 


Orchard, C. W., Sussex (East) CC 


Palmer, H. W., Widnes 

Parfitt, C. C., Bucks Water Board 
Parker, P. M. (Miss), Surrey CC 

Parr, A. S., Lancashire CC 

Paskins, M. D., Lewisham 

Peel, J. W., Salisbury 

Pitt, M. J., Westminster 

Pont, R. G., Chesterfield RDC 
Prendiville, S. J. P., Hertfordshire CC 
Preston, D. H., Lewisham 


Watson, A., Ellesmere Port 


SUMMARY OF RESULTS 





Intermediate Final — Part x 

a, % No. % 
206 37 273 43 
356 63 366 57 
562 - 639 
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Raby, À. J., Liverpool 

Randall, G. W. , Coventry 
Rawcliffe, R. C., West Bromwich 
Reeves, R. J., Gloucestershire CC 
Robins, T. J., Swindon 
Robinson, M. J., Blackpool 
Robinson, P., Bradford 

Russell, R. CN Lewes 


Sandiford, N. S., Lancashire CC 

Saville, M., Bebington 

Scales, P. J., Greater London Council 

Scholes, M. G., Manchester 

Scholes, T. A., Lanarkshire CC 

Scott, W. McI., Lanarkshire CC 

Scourfield, B. W., Sidmouth UDC 

Shawcross, D. J., Bedford 

Shulver, R. T., Merton 

Singleton, D, (Mrs), Sheffield 

Smetherham, J. R., Colchester 

Smith, B., Derbyshire CC 

Smith, C. R, K., Worthing 

Smith, R. W., Fylde Water Board 

Spencer, D. A., Lancashire CC 

Spencer, P., Northampton Development Corpora- 
tion 

Stainthorpe, M. J., Luton 

Stone, H. F., Dudley 

Stout, D. G. , Whitley Bay 

Stroud, P. T: Havant & Waterloo UDC 

Sutton, P., Chester 


Thomas, D. J., Bolton 

Thomas, D., Whiston RDC 

Thompson, J., United Sheffield Hospitals 
Timbrell, C., Southampton 

Timmins, P. C., Dudiey 

Todd, A, E., Huyton-with-Roby UDC 
Tovell, C. J., Woking UDC 


Walker, V. T., Department of the Environment 
(Ealing) 

Waller, J. M., Durham CC 

Washington, R. M., Cardiff 

Waterhouse, A., pO EEN 

Weaver, M. P., Dudley 

Welham, T. D. Ipswich 

Who I lige Hammersmith 

`B., Darwen 

Whitehead, Go Oldham 

Widdop, T , Department of the Environment 
(Sheftiel D 

Wilkins, M., Glamorgan CC 

Wilkins, P. D., Carmarthen RDC 

Wilkinson, W. J., Sheffield 

Wilks, A., Colchester 

Williams, L. E., Berkshire CC 

Williams, R., Lancashire CC 

Williamson, I. L., Cambridge P 

Wilson, B. A., Waltham Forest 

Worth, A. G., Buckinghamshire CC 


|. Wright, C. F., Birmingham 


Wright, P. S., Lincoln 
Wylie, J. A., Hillingdon 


The following candidate has passed Part 2 of the Final examination only: 








Final — Part 2 Total 
o. % No. % 
I9I 4I 670 40 
276 89 998 6o 
467 1,668 ' 











EXAM 
PASSES 





FOR C.A. 


AN R.R.C. HOME STUDY COURSE provides the simplest auswer. Backed by 43 years 
of postal tuition experience and over 205,000 passes, it assures your success in all the ; 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, id etc. 


Free 100-page book (without obligation) on application to Careers Adviser . 


THE RAPID RESULTS COLLEGE 
DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
Accredited by the Council for the Accreditation of Correspondence Colleges 





2 x "THE 
August 3rd, 1972 


Specialized Tuition for the 
Examinations of the 


Institute of Chartered 
Accountants 





At the Se leading to the qualification of Chartered a n, Metro- 
politan College students have gained over 


11,000 SUCCESSES AND 350 HONOURS 


including fifty-six first places, thirty-eight second places, sixty-six third and fourth 
places, and numerous prizes, medals and scholarships. 
* The Metropolitan College offers you the benefit of more than sixty years’ accumu- 
Pere ted experience in examination coaching. 
Cd, of coaching until successful, 
x Helpful, up-to-date study notes, mostly in printed pocket-sized booklet form. 
* oat E practice and Rer criticism. 
uable self-examination questions 
* Official publications of the itute, "appropriate LINKED PRIVATE 
- to the Intermediate and Final examinations, STUDIES 


JOINT DIPLOMA IN MANAGEMENT 
ACCOUNTING SERVICES 
CERTIFICATE IN MANAGEMENT 
INFORMATION 


The above-mentioned examinations are open to 
` members of the Institute and have been instituted to 
improve the standard of accounting services and 
to encourage study in the inccessingly ¢ important field 
of business administration and organization, respec 


For students who wish 
fo ele pl oti in linked 
and correspondence 
pen, the Luton Col, 
Technology and 
fetropolitan llege 
now offer these facilities. 
Please write to: Metro» 
politan College for de- 
tailg of various courses 
available, 





tively. When applying for particulars of the College” M 
expert postal courses, please specify the examination in which interested. 


Write today for G free 


cop 
Metropolitan Th rr St Ålbans (A1), or CALL at 30 Queen Victoria Street, 
London EC4N 


Metropolitan College 
Founded 1910- © - | — ST ALBANS 


Member of the Association of British Correspondence Colleges. 
Accredited by the Council for the Accreditation of Correspondence Colleges. 








ACCOUNTANT. 


Representatives of 
GEE & CO (PUBLISHERS) LIMITED 


Overseas 


AUS 
Tse Law Book COMPANY or AUSTRALASIA PTY LTD 
301-305 Kent Street, Sydney, New South Wales 


U.S.A. 
Tue COUNTING Housg PUBLISHING Co 
Thiensville, Wisconsin, U.S.A, 


cun A. 
101 Mahatma Gandi Gandhi’ Road, C Opp. lock Tower 
Fort, Bombay 1, In 


CANADA 
THE CARSWELL COMPANY LTD 
145-149 Adelaide Street, West Toronto 2, Canada 
SOUTH AFRICA 


OHANNESBURG AGENCIES 
P.O. Box 10167, Johannesburg, South Africa 


Swat & MAXWELL Sa Lro 
54 The Terrace, P.O. Box 5043, ellington, New Zealand 


! SN KONG 
CERE COMPANY LTD 
173 Des Voeux Ri Road, Central, Hong Kong 


ISRAR 
STEIMATZKY'S MIDDLE EAST AGENCY LTD 
P.O. Box 628 628, Tel Aviv, Israel 


GEE & CO (PUBLISHERS) LIMITED 
158 Strand, London WC2R OT 


Dalton Barton 


Interim Report for Half-year ended 30 June, 1972 


“We are having a satisfactory year” soera, chairman 


6 months to 30th June, 1972 6 months to 


EE 30th June, 1971 
I I f £ : 
Profit beforetaxation................... 2,251,816 819,830 
Taxation............................... 988,942 344,000 
Available for distribution............... 1,262,874 475,830 
Dividend declared 996(695*) ............... 304,988 165,825 
Profit to be added to reserves. .......... : 957,886 310,005 


* Taking into account the 1 for 2 capitalisation issue in April, 1972 


The above figures do not include any contribution from Paramount Realty Holdings Limited as a contract for sale of this 
company has been exchanged subsequent to 30th June, 1972. 
"The interim Dividend of 2 has been declared to shareholders on the register at the close of business on the 18th August, 1972. 


Dalton Barton Securities Limited. 


Hyde Park House; 60 Knightsbridge, London SW1X 7JZ Telephone: 01-235 8866 
Scotland: 147 Buchanan Street, Glasgow Telephone: 041-221 9772 








THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


-was established in 1942 to provide a professional organization for accountants and financial executives 
_ employed ‘in commercial, industrial and other undertakings, and to promote and encourage the study of the 
Een, Problems relating to the Sech and use of accounting procedures in the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
, industry, as distinét from those of public practice. The commercial accountant must be a specialist, trained i in 
business: for business : his function i is to devise systems for recording, analysing and presenting the information 
which. thanagementaequires if. it is to reach rational decisions. 


a 


EE ` SE 


: x Detailed: ‘syllabuses and further information as to eligibility for Registered Studentship (or, in the case of. ^ 
; dualified or r experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at. 


teen Gäre 
vA 


x | E E E 40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 











HENRY BUTCHER & CO . 


Y e. A 
: (MEMBERS OF THE PROFESSIONAL INSTITUTES) D JAN 


Specialist Auctioneers, Surveyors and Valuers operating in.the British: Isles and Europ 


FACTORIES, PLANT AND MACHINERY ` 


AN INVENTORY OF PLANT AND MACHINERY 


prepared by Henry Butcher & Co with SE item priced is an assurance of maximum settlement of at claim for o 
loss D fire. 





2a 
e W^ 


A SCHEDULE OF FACTORY BUILDINGS ERC? y 
prepared by Henry Butcher & Co priced on today” s replacement cost is a safeguard against a | rebuilding ability 
in the event of loss by fire. 

A VALUATION OF PHYSICAL ASSETS | 
as a whole (complete with Inventory of Plant and Schedule of buildings) by Henry Butcher & Co is a sure 
basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 
THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY 


Henry Butcher & Co are one of the leading Agents in the country specializing in the sale and letting of 
Manufacturing Property and are therefore in a strong position to render first-class service to (a) those firms 
` seeking Additional Factory Accommodation; to (b) owners of surplus Factory Space and Plant and Machinery 
wishing to dispose of same. 
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Schroders now have ` 
insurance-linked plans. - 
Isnt that something you should 
tell your clients? 


Schroder Wagg are among 
the oldest-established merchant 
bankers in the country, with a 
well proven record of investment 
success. ` 
And recently they formed 
Schroder Assurance Limited, to 
provide equity bonds and savings 
plans linked to the Schroder | 
Unit Trusts. 
They offer considerable advantages 
to your clients. Primarily, confident : 
expectation of long-term investment 
. performance. After all, Schroder 
Wagg’s investment experts are already 
entrusted with nearly £800 million 
of funds. In particular, the Bond offers 
many features of interest to the 
sophisticated investor. 
The size, stability and reputation 
of Schroder Wagg are a vital 
guarantee that your cli ent’s savings 
will have the maximum of security, 
while taking full advantage of the 
growth offered by first class ff 
equity investment. (ois 





For details of Schroder Equity 
Bonds and Schroder Equity Savings Plans, and the 
agency terms available to professional advisers, contact : 
Mr. Peter Cashen of Schroder Assurance Limi ited, 
120 Cheapside, London EC2V 6DS; Telephone: 01-5 88 4000. 
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Avoiding Actions 
STATEMENT from The Council ot The Institute of ` 
Chartered Accountants in England and, Wales, repro- 

duced on 'other pages, draws atténtion.to areas in which' 

actions for negligence may. be brought: against practising 
members of the profession and suggests steps to exclude 
or limit liability or reduce the risk of claims. 

This statement is both timely and welcome. In the 
United States, where the law. of negligence has gone, 
farther than in Britain and- elsewhere, actions for alleged ` 
negligence are pending against some of the largest firms of 
accountahts in that country, and developments are being 
"watched with considerable interest and not a little mis- 
giving. It has already been seen from such cases as Atlantic 
` Acceptance Corporation (The Accountant, December: roth, 
` 1970, issue) and Pacific Acceptance Corporation: (June. 
roth, 1971, issue) what.Beavy damages can be awarded: in ` 
Canada and Australia: In the latter case the Australian 
"affiliate of a well-known international firm of accountants 
was ordered to pay former clients $A1:5 million in damages 
and their own costs. Although professional indemnity 
insurance is available to accountants, a bad claims experi- . 
ence reacts both against the accountant involved, and the 
profession generally. e 

In the past decade the case of Hedley Byrne e Co Ltd v. 
Heller ES Partners Ltd ([ro63'] 2 AU ER 575) has been a 
source of continuing anxiety to the consultant professions 
and their indemnity underwriters. The House of Lords there 
stated the principle that if, in the ordinary course of 
business or professional affairs a person seeks information 
or advice from another who is not under contractual or 
fiduciary obligation to give such advice, i in circumstances in 
which:a reasonable man so: asked would know that he was ` 
- being trusted so that his skill or judgement was being 
relied on, and the person ‘asked chooses to comply without 
“so qualifying his answer as to show that he does not accept 
responsibility, then the person replying: accepts .a legal ` 
duty to exercise such care as the circumstances require in. 
' making his reply. CP | 

, Previously, in Candler v. Craie Christmas ES Co ([1951].- 
r All ER 426) the Court of Appeal (Lord Denning, MR; 
dissenting) held that a false statement made EE as. 


contrasted with fraudulently, by one person. to another, 
though acted on by’ that other to: his detriment, “was not - 
actionable in. the ‘absence “of a. contractual or Aucun 
relationship betweeri the parties; and a similar decision. 
had been reached ‘much earlier. in Le Lievré v. Gould © 
(1893) r QB 491), but both.cases were disapproved by the 


Lords in Hedley Byrne. True, in Mutual Life and Citizens’, : 


Assurance Co Ltd v. Evatt ( [1971] 1 All ER 150) the judicial ., 
committee of the Privy Council decided that liability to . 
third parties under the rule in Hedley Byrne. attached only - 
to persons whose business or profession included giving 
advice of the kind sought, but this cannot afford much , 
comfort to the practising accountant. 


"n.a, 


Accordingly, actions for negligence against accountants l 


miay now be brought (a) in contract by persons (i.e. , clients) 
to whom the accountant owes a contractual duty of care; 

or (b) in tort, by persons with whom the accountant is not ' 
in a contractual relationship. but. to whom he owes a duty ` 
in accordance with the Hedley Byrne principle. The practi- -. 
tioner may, of course, disclaim responsibility to any third 
party and the Institute's statement offers advice on this ' 
point; but the Institute rightly concludes that an indis- 
criminate use of- disclaimers would tend to impair the . 
status of practising accountants by indicating.a lack of. 
confidence in the professional work they carry out. ` 

. Where there is a.contractuál relationship with the client, " 

"claims can arise from. misunderstandings regarding the 
duties assumed as well as from negligence in carrying out 
agreed terms. Accordingly, the:Institute recommends the’ 
wider use of ‘Engagement Letters’ setting’ out in detail ` 
the actual services to be performed; the letter should be ` 
_ agreed and accepted by. the' client’ so as to minimize the; ` 


' risk of disputes: regarding the area and nature of the duties. : E S 
to be performed., As lawyers have’ ‘beeri heard to say: ‘Ari » 


oral contract .may be as good as a written one, but it is a 


n 


lot more difficult-to prove.” ae 
-Needless to say; section 205 of the Companies. Act: 1948 


' makes void any article of associatión or atrangement which: 
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‘exempts an-auditor from or indemnifies him against liability ` | 


for” negligence, default, 
. trust. | ME E 
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NE swallow, it E been said, ‘does not ET a summer, 


but the results of the latest industrial trends, survey, 


. conducted .by the Confederation. of British Industry 


_ provide-some modest cheer against the sombre background | 


of industrial strife. Admittedly, the respondents’ views 
were collected before the dock.strike, and immediately 
' following the decision to let sterling float which would have 
raised exporters’ hopes. Nevertheless, there is evidence of 
higher output and increased orders over the past four 
- months, while industry is now beginning to re-stock and 
take some interest in new capital expenditure. 

The degree of optimism concerning the future would 
be significantly higher, however, were it not for the 
differences between the trade unions and the Government, 


E: 


both on the score of the Industrial Relations Act and the 


issue of a prices and incomes policy. It is self-evident that 

the growth rate of the British economy will fail to gather 

impetus, just as the pace of inflation will gain momentum, 
unless the unions and Government Very soon can come to 
terms. : 

As the latest (July) issue of ie OECD study, Pomme 
Outlook, puts it, ‘the current external account is likely to 
weaken considerably over the next twelve months’, due 

. both to the economic revival and the decline in competitive- 
ness resulting from. past domestic inflation. But whether 


the deterioration continues thereafter ‘will very largely 


depend on how quickly the authorities are able to slow 
down the rise in costs and prices’. 


It may appear heresy — even tactless — to observe that 


as fat as the dockers are concerned, their prospects of 
finding continuing: employment in their traditional in- 
dustry will continue to decline except to the extent that the 
taxpayer and consumer -between them are prepared, to 
subsidize the uneconomic deployment of an excess labour 
force. The Jones-Aldington Report i is based rather more on 


this approach to the problem than to the rapid reduction” 


and re-deployment of Che labour force which the changing 
modes of exporting and importing require. 

| Few members of the public appear to realize that con- 

'., tainerization and the exodus of companies from dockland 


is due, not to the machinations. of wicked capitalists, but to | 


xx the inexorable facts of. international competition and the 
-attitude of the labour force itself. 

What the dockers — like any other section of the laboui 

force — can: fairly demand is the right to work, but not 


necessarily in the same job for life. No civilized society. 


should permit men and women to be idle, and it is a 
government's primary responsibility to ensure full employ- 
, ment. But unfashionable though such an observation may 
be, the rights of the individual cannot be divorced from his 

- responsibilities to fellow members of the community. 
_ The real tragedy of the events of the past week or two 
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has not been the dumping:of fruit and vegetables, the loss 


of production and waste of resources such a dock strike 


entails — or for that matter, one such as is taking place i in 


the Jaguar works. The tragedy has been tbat ministers, 
past and present, trade union leáders, and even the press 
and TV, all of whom should really Ee better, have at 
times done little or nothing to help public understanding 
of the issues involved. Indeed, some utterances on recent 
events have undoubtedly led to a hardening of attitudes. 
While it is understandable that the dockers’ unofficial 
leaders should make irrational and unacceptable demands 


upon society and the economy, the community at large 1 18 


entitled to something better from those who may exercise 
authority in the future.,As with war, so with industrial 
disputes, in the longer run (here are no victors: some, 
merely lose more than others. 

No accountant, if he is wise, will seek to pontificate on 
industrial disputes any more than this journal is entitled 
to lay down policy on matters outside its competence. But 
as working members of society, whose interests and living 
standards are directly affected by current events, we are 
just as entitled to voice. a view as those more directly 
involved. For, as previously. noted in these columns, 
industrial relations — in the widest sense of the term — are 
too important to be left solely to the unions and employers. 
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t See, a are now SEN 
| on the English Institute’ S 





xal that d the oa fee should be 
creased from £21 to {50 (The 
ccountant, June 15th issue). 

+ ¿Al statement from the Institute, 
.reproduced elsewhere in this issue, 
outlines the action being taken by the 
Council on the proposals in the final 
report of the Special Committee. The 
proposal which attracted most criti- 
cism from district society committees 
and elsewhere was that to increase the 
admission fee; these criticisms are 
accepted by the Council which has 
appointed à committee to review the 
fee and subscription scales generally 
in the light of the Special Committee's 
‘other proposals and of the criticism 
which has been voiced. A report is 
expected towards the end of the vear, 
and the proposals for the restructuring 
of the fee and subscription scales are 
to be put to members at a special 
meeting next summer. 

The Special Committee’s other 
proposals, the Council comments, 
appear to be generally acceptable and 
the majority of them have already been 
implemented, or are in course of 






implementation. The few which re- 


quire further study include four 
aspects of the proposals relating to 
pre-qualification and post-qualifica- 
tion requirements, namely, any ex- 
tension in the period of secondment to 
industry; a scheme for ‘Accounting 
Technicians’; selection procedure to 
ensure that clerks entering into articles 
have a reasonable chance of qualifyin g; 
and conditions for progression to 
Fellowship and of entitlement to 
practice for future members. The 
Council has considerable reservations 
about making Fellowship a pre-con- 
dition of entry into practice. 

In connection with courses mounted 
«by the Institute, the Council also 
has reservations on the Special Com- 
mittee’s suggestion that a premium 
should be charged for admission of 
non-members. This proposal, 


stated, would add to marketing diffi- 
culties, 


it might create resentment 





from speakers, 


it iso 


and would be un- 
popular with members wishing -to 


send non-members on their staff to 


Institute courses. At the same time, a 
more detailed examination is being 
conducted into the possibility of 
mounting courses aimed primarily at 
non-members. 

When the Special Committee's re- 
port appeared earlier this year (The 
Accountant, February 24th), the Scot- 
tish and Irish Institutes took exception 
to the suggestion that the Council of 
the English Institute should be pre- 
pared to enter into discussions with a 
view to the full integration of the 
three Institutes. Statements from the 
other two Institutes — reflected in The 
Accountant of March 2nd — made it 
clear that such discussion would not 
be welcomed by them. Nevertheless, 
Charter and bye-law amendments to 
be submitted to the special meeting 
on September 27th which will facili- 
tate reciprocal membership rights, the 
Council says, wil go some way 
towards strengthening the links be- 
tween the three Institutes. 


VAT Bulletin 


HE first VAT Bulletin issued by 
HM. Customs and Excise appeared 
this week. In a 'Message from the 


Chancellor of the Exchequer’. on the 


front page, Mr Barber declared that 


VAT ‘will be a much better and fairer 


system of levying indirect taxation’. ` 


The trouble, he says, with purchase 


tax and SET — both of which are to 


be replaced by VAT — is that they are 


discriminating and too narrowly based. 
The broader base of VAT, falling in 
final consumer expenditure (except 
where there are strong social reasons 
for giving relief) enables a relatively 


high revenue yield to be obtained 


from a relatively low value. 
Mr Barber urges traders to make 


full allowance for the abolition of 


purchase tax and SET in fixing their 
prices from April 1st next year when 
VAT comes into operation. 

The VAT Bulletin wil appear at 
intervals of about six weeks, and some 
500,000 copies of each issue will be 





 plementing - official. notices and othe 


is £1-60 (including postage) for t 


by the retirement of Mr C. Croxton- . 


1939-46 in the Rifle Brigade, during 









community. to prepare for the x 
troduction of VAT by provic 
ti mely advice and information su 







formal announcements. ` 
. Companies requiring bulk suppl 
of the. Bulletin for staff training o 
other purposes may obtain copies o1 
subscription from HMSO. The charg 




































copies of each of the ten issues whi 
are to be published. Smaller or larg 
quantities will be charged pro rai 
with a discount of ro per cent for 
500 copies, and 20 per cent for 1,00 
copies. : 


New ICA Council 
Members 


R G. H. KINGSMILL, M. M 
F.C.A., of Swindon, and Mr A. 
Green, F.C. T of Liverpool, have been 
elected to the Council of The Institute ` 
of Chartered Accountants in England ` 
and Wales to fill the vacancies caused ` 


Smith, F.C.A., and the resignation of. 
Mr J. F. Allan, r.c. ` 

Mr Kingsmill, who has been a. 
partner in Monahan & Co, of Swindon, ` 


since 1951, is aged sr. He trained with 
Peat Marwick Mitchell & Co in 
London as a bye-law candidate under _ 
the rules of the former Society of ` 
Incorporated Accountants, and quali- 
fied as an incorporated accountant Im 
1949. This followed War service from ` 


which time he was awarded the 
Military Medal in France in 1944. 





















T aed Chimay in a 
also been a member of the 
Dee of the West of England 
y Bai Chartered Accountants 











A Married, with one son — who is also 
1. chartered accountant — and three 
















organist at his Parish Church. 


partner in Thornton Baker € Co, of 
Ju rpool, and was President of the 








Seet E of. Chartered Ac- 
Es countants in 1971-72. .. 

Educated at Liverpool Collegiate 
School, he commenced his: articles in 
1944 with Bryce Hamner & Co (now 
- "Thornton, Baker & Co), but his 
- articles were interrupted when he was 
- called up for service in the Royal Air 
Force, Following his return to the 
firm, he became a member of the 
Institute i in 1950 and a partner in 1954. 
As well as serving as President of 
the. Liverpool Society, Mr Green 
was previously secretary in the years 
1968 to 1969 and has also been Presi- 
Mo of the Liverpool Students' 






















Viacried, with two children, his 
ations include tennis, badminton 
atching soccer. 


0 | Initiatives 


of the initiatives taken by 
vernment in relation to 





ggins, Financial Sec- 
y ta conference 


of of. arranged by the Institute of 
Affairs. One point concerned the 
background whereby indirect taxes 


aughters, Mr Kingsmill’s Ee 
e. gardening and music —he is. 


Mr Green, who is aged 45, isa 


yutlined last week be ` 


onomic 


had been progressively reduced to a 


level at which the abolition of SET | 
and purchase tax next April would be ` 
roughly compensated by the yield of . 


additional burden resulting from the ` ie a Your | Institut 


VAT at ro per cent. Moreover, the 


broadening of the base of indirect 
taxation. would be balanced by re- 
ductions in the charge borne by items 
at present discriminated against and a 
lowering of the tax borne by essentials 
through the effect of zero-rating 

On the problems of the changeover, 
Mr Higgins stressed the opportunity 
to run down tax-paid stocks and build 


up stocks which have not borne 


purchase tax when that tax is ended a 
short time before VAT is introduced. 
He went on to refer to some of the 
efforts being made to enlarge the 


scope: of sale or return arrangements — 





a contributed articl 
in particular, the 
the Retail Consortium and 
man, Lord Redmayne. |. 


















ROFESSIONAL institutes : a 

Stress, if not turmoil; con 
between ‘their councils and x 
members multiply. Will our. 
Institute follow the same course 
can we avoid it'? These startling wo 
comprise the headnote to an 
by Mr J. B. Woodham, par, 
F.I.M.T.A., a Past President ` f 
Institute of Municipal Treasurers. | 
Accountants and Chairman of th 
IMTA Policy Committee, publishe: 
in the current issue of Local Gover 
ment Finance. 


Against the background of IMTA's 









































HE importance of bringing UK 

and EEC company law into line is 
stressed by the inclusion of a number 
of company law matters in the 
European Committees Bill. This, how- 
ever, is only the beginning of a process 
necessitated by the fact that a com- 
prehensive overhaul of company law 
Is due, if not overdue, and spurred on 


by British entry into the Common 


Market. The Government is accord- 
ingly setting up two groups with this 
overhaul in mind. 

A new Companies Consultative 
Group, to supersede the Companies 
Act Consultative Committee, will make 
proposals for the reform of company 
law and administrative matters related 
thereto, and an Advisory Working 
Party on Europe will advise the 


Insurance and Companies Division of ` 


the Department of Trade and Industry 
on proposals for the harmonization of 
UK law with that of the EEC. On 
some questions the two groups will 
work together. 


The Companies Consultative Group 


will be representative of the legal and 
accountancy professions and of in- 


dustry, insurance. and banking, the. 
members being Mr M. R. Harris, 
F.C.A., of Price Waterhouse & Co, and 
a member of the Council of the English 


ing to the matter being considered, 


Smith Street, London SW1. Anyone 


x Consultations on Company Law ` 


Institute; Mr N. S. Wil. of 
Slaughter & May; Mr C. L. G. Baker, 
a director of Dunlop Holdings Ltd; 
Mr A. F. Murray, C.B.E., M.A., F.L A. 
a director of the Prudential Assurance 
Co Ltd; Mr H. Holmes, company 
secretary of Unilever; and Mr lI. 
Fraser, of Lazard Brothers & Co Ltd, 
formerly Director-General of the: City. 
Take-over Panel. : 

Membership of the Advisory Work- 
ing Party on Europe may vary accord- 






















Members will be provided by 
CBI, the English Institute, the Stock 
Exchange, the Law Society. and th 
Committee on Invisible Exports. ” 
membership may vary according t 
the particular matter under consid 
tion, and the working party is 
kept, therefore, on an info 
personal footing. » 
Both groups will b the 
chairmanship of Mr P. A. R. Brown, 
Under-Secretary in charge of the 
Insurance and Companies Division 
of the DTI, and the Secretary will b 
located at the offices of the Depart- 
ment at Sanctuary - Buildings, Great 





wishing to make recommendations or 
requiring. information should write. e to 
that address. E 
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Anges 16th, 1972 SH Gee 


own depend: to en its basa and 


` extend its membership, Mr Woodham ` 


states: “We aim to change, at one and 


- the same- time, .the purposes for ` 
which we -associate and -those with. 


whom we „associate, and. even if the 


about the organization of the new 
Institute as soon as it has reached, in 
its own mind, a viable pattern’. 

Mr Woodham goes on to say that 


professional institutes in which mem- . 


bers’ discontent has already manifested 
e itself have often attributed the trouble 
to poor. ‘communications, with the 
‘result that there has been an increase 
¿in the papers — ‘often very detailed — 
. sent to members. However; he believed 
. this had failed as a remedy, “although 


'be reasserted, 
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the, matter. out of hand’. Mr E 
takes the view that- the. regional 
organization of the IMTA is admirably 
suited for the popular debate of the 


_ issues before. the. Institute, and num- 
“bers were ‘small enough for a real 
changes ` “are gradual, we. sense that ` ‘ 
.they will be none the less important. ` 
The Council will consult the members: 


debate to be achieved. 
He. suggests that the annual report 
might well be altered to include a 


‘provisional programme of objectives 
` and activities for the ensuing year 


and this could be discussed among the 


branches. The Council would then 


£* 


be ablé to determine its policy 'in 
the light of such debate as had. 
eventuated'. | 

Mr Woodham also expresses the 
view that the commitment to voluntary 
service of Institute members should 
and that members 
should be asked to subscribe to a 
professional code to which they: ponía 
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HERE were 10,904 ca oM 





Accountants, of whom 4,184 wë .- 
successful. The principal prizewinners  . 


were: 
The S. Laurence Gill Prize for First > 
Place in Part V: Mr D. S. Logan, of' 


- Winchester. 


The Lewton CORR HON. P e 


F ee Management (Part V): Mr. 


N. J. Coulthurst, of London. ` 


The Harold Wilmot Prize for. Wane: SE 


` agement Principles and Practice (Part 


V): Mr D. S. Logan, of Winchester .- 


The Leverhulme Prize for First: 


‘Place in Part I V: Mr C. P. Burdess, 


of Northfleet. 


The Stanley Berger Subilee Pun for. et E 


Management Accountancy (Part IV): 
Mr V. L. Luck, of RE E 


the Council is not disposed to dismiss 


undertake to adhere. ' 
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THIS IS MY LIFE 


x | : S i by An Industrious Accountant 


TH mahaging director made EE clucking noises 
as he examined the pension fund's portfolio. The 
‘investments were listed in various categories, showing to- 
day’s quotations versus original cost prices and the yields 
per share; but clearly the results afforded-him little joy. . 


The equities in particular, gave rise to some. ‘satirical . 


‘remarks’ hence I was glad that all purchases were; based on 
written recommendations from our stockbrokers; so that. 
my own head wasn't on the block. True, any éxperienced 
broker will list out readily a dozen or so: .seemingly at-_ 
tractive stocks for a client whose budget only: permits the 
'acquiral of two or three at most. ‘That way, it’s really a 
lucky dip, in fact, any- pension. manager’s coat of arms 
` should include essentially a blindfold baridage and a pin. 
The MD commented that when we decided to put so 
- per eent of the fund into equities, we did so to. establish : 
the famous ‘hedge against long-term inflation’ that the ` 
pundits prated about. Today's list, sagging and dejected, 
; contradicted that theory. Wed done well enough on stores 
and electricals — but just look at the motors; oils, and mines, 
«not to mention that luckless computer company. . ...Be- 
sides, the avérage yield was under 3 per cent, we seemed. 
simply lunatic in view of bank rate. 

When MDs grumble on like that, their next TA is 
; likely to be a sour "Well, don't you have any ideas?’ It. 
was therefore essential to cut in a with a novel suggestion, . 


H 


lest he decide he wanted a new accountant as s well asa new : 


stockbroker. | 

Land, I said firmly: My country-born ancestors had ge 
land- hunger in their blood, and I still think greedily of ` 
broad acres of cheaply bought grassland just ripe for selling 
to speculators. The MD, on the other hand, was born in a 
pokey littie terrace so he vaguely distrusts land as being | 
vulnerable to drought, foot and mouth disease, or coastal - 
erosion. He twitched his nostrils in annoyance and said 


‘Property’. ; 
Our best property security hasn't exactly grown into a: 


hedge since we bought it, so I co- nau cu s 
direct purchase of individual items. Shrewdly picked, they 


could, pay off handsomely, cutting out middlemen and so ` 


forth ... what about seaside houses, for example? 
In support I instanced my holiday of twelve years ago 
when I paid an exorbitant rent for my month by the 


beach. The householder was a charming old ex-banker " 


with a lively little scrap of a wife. He supplemented his 
income quite well, he beamed, by renting from June to- 
September, while his wife and he stayed with friends 


nearby. A fortnight later, waking early, I watched amazed. 


while the pair of them stealthily tiptoed out of the side- 


. door of the garage. This wasn't included in the rent, he had ` 
said, because they used it to stack up breakable ornaments ` 


. and so on. When I found their nest, with camp-beds and ` 
gas ring, in the back corner, I realized their flair for cost- ` 
cutting. 


The MD's eyes bulged somewhat as he listened. This, 


appalling summer had depressed .coastal property, - 
insisted; why not hive off, say, 5 per cent of the fund in 


suitable houses? Why not budget for sky-rócketing escala- - 


tion? - 

.He saw the' obvious flaw in. the scheme, of course; 
but being a born gambler he retired to. think it over: 
Maybe he'll come back with an improved version. 
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- Professional Liability of. 
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August 10th, 1972 


Accountants and Auditors - 


`The Cound of The Institute of Chartered Accountants in England and Wales has issued | à E 
the following statement.in which it draws attention to the areas in which actions for ~ aA 
negligence may be brought against practitioners by clients or third parties and suggests 

steps which they may properly be able to take to exclude or limit such liability or reduce 


the risks of claims. The expressions of the law included in this statement ha ve the approval- 


of Counsel. 


- + ` e 
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I Introduction Qu ow ^ 


HIS statement ‘is concerned only with the liability. 


for professional. negligence which a member ` may 
~ incur because of an act or default by him or by one of his 
employees or associates which results in financial loss to a 
person to whom a duty of care is owed. It does not deal 


with liability arising from other causes (for example, 
criminal acts, breaches of trust, or breaches of contract 


other than the negligent performance of its terms).. 


2. Negligence in this' statement therefore means some 


act or omission wliich occurs because the person concerned 
has failed to. exercise that degree of professional care and 


skill, appropriate to the circumstances of the case, which is ` 


expected. of accountants and auditors. Opinions expressed 


or advice given will not necessarily. give rise to claims for - 


negligence merely because in the light of: later events, they 
ptove to have been-mistaken. 


.3. Actions for negligence « can | broadly be divided i into the. 


following classes: . s 


(a) i in contract, by persons to whom the accountant 


` Owes 3 contractual duty, of care; 
_ (6) in tort, by persoris with whom the accountant is not 
in.a contractual. relationship but to whom the 


.. accountant owes a duty in: accordance | with the - 


Hedley Byrne decision. 
It would be a defence toan action for negligence to show 


either:that there has been no negligence or, in the case of ` 


, actions in tort, that'rio duty of care is owed to the plaintiff. 
n a case where. no financial loss has been suffered by the 


. plaintiff a claim in tort for negligence could not succeed and ` 


a.claim in contract for nominal damages is highly unlikely. 


4: In recent years there have.been a number of cases ` 


where substantial sums. have been claimed as damages for 
negligénce against accountants and auditors. Although it is 


, possible for accountants to protect themselves to’ a con-. 
siderable extent against this contingency by taking out ' 


adequate professional indemnity insurance, a bad claims 


experience reacts firstly against the individual accountant 


or. firm’ involved by increasing, future | premiums; and 


secondly, may affect the profession adversely ‘by causing” 


` the general level of premiums to rise. In a number of cases 
it appears that the claims may “have arisen ás a result ‘of 


‘some misunderstanding as to the degree of responsibility | 


' which the accountant was expected to take in giving advice 


or expressing an opinion. It is therefore important to 
distinguish between (a) disputes. arising from misunder- x 


H wei 
ud 


. clear, preferably: in writing; i.e., 


Liability to clients. mE 


gation .or management .consultancy - assignments, `. 


x 


- ` x _ 


standings regárding the dine assumed and (b) negligence 
dn carrying out agreed ternis. i 


Use of engagement letters 


5. There is à contractual relationship ` between an ac- 


. countant and his client. "The accountant should therefore 


ensure that, at the time he agréés to perform certain work 
for the client, the scope of his responsibilities is made 
that the terms of his 
contract with his.client are properly defined. Wherever 


possible, a letter of engagement should-be prepared setting 


out in detail the actual services to be performed, and the 
terms of thé engagement. shoüld be accepted by the client 
so as to minimize the risk of disputes regarding the duties 


assumed. (See Statement V16, ENGAGEMENT LETTERS.) 


6. Section 205 of the Companies Act 1948. ales dl 
any provision in a company's articles, or any contractual 
arrangement, purporting to, exempt the auditor from, or 
to indemnify him against, any liability for negligence, 
default; breach of duty ‘or breach of trust. Although 
section 448 empowers the Court, in certain circumstances, 
to grant relief either wholly or.in part from any of such 
liabilities, it- appears that these powers ‘have seldom, been 
exercised and it is prudent to assume that an auditor might 


not be relieved of liability under section 205. e, 


7. A member desiring to exclude or limit his liability for 
negligence to his client (other than as auditor of a limited 
company), should; if possible, ensure that an appropriate 


reference is riade to the exclusion or limitation in the 


letter of engagement because if an attempt is made to 


introduce such a _ provision into an existing relationship 


or in relation to a transaction for. which instructions have 
already been accepted, difficulty may be experienced in 
showing that there is.any legal consideration for the client’s 


` agreement to submit to the exemption provisions: 


8. Besides reporting as auditors under the. Companies 


Acts 1948 and 1967, accountants are called upon to- "give 


opinions and advice, including financial advice, in“con- 
nection with. many other matters, for example, investi- 
the 
preparation or audit of the accounts of sole traders, part- 
nerships and charities, and in the field of taxation. A member 


undertaking to carry out work of this nature should make 


clear to his client the extent of the arepa] he agrees 


EN 2. PA THE- 
August 10th, 1972 — - 

to undertake, making particular reference to the infor- 
mation supplied to him as a basis for his work and to those 
areas (if any) to be excluded from his examination. In par- 
ticular, if the client requires a “snap' answer to a compli- 
cated problem, a member would be well advised to record 
in writing (or alternatively to state orally and forthwith 
confirm in writing) that the problem is a complicated 
one, that he has been given a very limited time in which to 
study it, and that further time is required ‘in order to 
consider it in depth and that the opinion or advice tendered 
might well be revised if further time were available to him. 
Except in the case of a genuine emergency, the client 
should be warned against acting on the ‘snap’ advice 
tendered before the further investigations have been 
carried out. (Sole traders and partnerships are dealt with 
in Statement S54, REPORTS ON ACCOUNTS or SOLE ‘TRADERS 
AND PARTNERSHIPS, and in the Appendix 2 to Statement 
VIGA ENGAGEMENT LETTERS. In the case of businesses with 
incomplete records, Statement $7, NOTES ON THE PREPARA- 
TION AND PRESENTATION OF ACCOUNTS FROM INCOMPLETE 
RECORDS is relevant.) 

` o. There is an increasing tendency tor accountants to 
be required to express an opinion on financial statements 
relating not to past (and therefore ascertainable) results 
but to the expected results of future periods. ‘The specific 
considerations which arise in such.circumstances are set 
out in the Council's Statement ACCOUNTANTS’ REPORTS ON 
PRoFIT Forecasts (Members Handbook, section S15, 
to which reference should be made). 


Liability to third parties 
10. The accountants’ liability to third parties (1.e. to those 


with whom he is not in direct contractual relationship) is- 


discussed in ACCOUNTANTS’ LIABILITIES OF "THIRD PARTIES | 
— Tue HEDLEY BYRNE DECISION (Members’ Handbook, 
section V8). 

11. Examples of occasions when an accountant may run 
the risk of incurring a liability to third parties under the 
H edley Byrne doctrine include the following: 

(a) preparing financial statements or reports for a client 
| when it is known or ought reasonably to be expected 

that they are intended to be shown to and relied 
upon by a third party (even if the actual identity of 
the third party.is not disclosed at the relevant time 
to the accountant). 

(b) giving references regarding a client's creditworthi- 
ness, or an assurance as to his capacity to carry out 
the terms of contracts (e.g. leases), or giving any other 
type of reference on behalf of the client. 

12. Counsel has advised that where an accountant 
specifically restricts the scope of his report or expressés 
appropriate reservations in a note attached to and referred 
to in the financial statements or in his report thereon, this 
can constitute a disclaimer which will be effective against 
:any action for negligence brought against him by third 
parties. It may be impossible to foresee whether the person 
‘to whom a document may be shown falls within paragraph 
II (a) above. The accountant may therefore consider, 
adding to the document a disclaimer on the following lines: 

‘This report (statement) has been prepared for the private 


use of X (the client) only. No SS to any third 
party is accepted.’ 


_ 


ACCOUNTANT E 


only where the circumstances warrant it, 
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13. However, such "a disclaimer should be introduced 
"as, in the ` 
Council's view, an indiscriminate use of ‘disclaimers would 
tend to impair the status of practising accountants ' by 
indicating a làck of confidence in the professional work . 


they carry out. It would not, for example, be proper to 
` endorse copies of accounts filed in accordance with section 
` 127 of the Companies Act-1948 with a disclaimer by the 


auditor of responsibility to ES other than: the share- 
Holders. 

14. When giving KeS or assurances regarding 
credit worthiness or other matters, the accountant should 


«adopt the normal commercial practice of stating ‘that . 


although the reference or assurance is given in good faith, 
he accepts no financial responsibility for the opinion he 
expresses. | 


Inclusion of the accountant s name on a 
document issued by a client 

rs. Members should endeavour to ensure that no 
statement or document issued by their client (other than 
unabridged accounts which have been reported on by 
them as auditors) will bear their name unless their prior 
consent has been obtained. It is often desirable for a 
suitable paragraph to be included in the Engagement 


. Letter. 


16. There have been occasions when the use of a 
member’s name in a document (other than accounts 


‘reported on by him as auditor) has been interpreted by - 


third parties as implying that the company is financially 
sound and well conducted, whether or not this is in fact, 
the case. If a member learns that a client proposes to cite: 


-his name. he should inform the client that his permission 
"must first be obtained and in appropriate cases he should 


» withhold his consent. (See Ez, paragraphs 43 to 49.) 


1 


Specialist advice A 


17. In expressing an opinion or giving advice on difficult > 
and complicated matters (for example, in the field of 
taxation) members should bear in mind the magnitude of 
the financial consequences for their client should thé 
advice tendered be incorrect or misconceived and the 
implications for them of a possible resulting financial loss. 
An accountant in general practice is deemed by the law ` 
only to undertake to bring a fair and reasonable degree | 
of skill ánd competence to the problem on which he is ` 
required to advise, and in appropriate circumstances, ' 
he may wish to obtain the approval of his client for con- 
sulting another person with specialist experience of the 
matter in question. Occasions may also arise when a. 
member may wish to consider declining a particular assign- 
ment because, for example, he is of opinion that the matter 
on which his advice is sought does not fall within the 
normal scope of a professional accountancy practice and 
that the client would therefore receive better assistance 
from a member of another profession. 


Receiverships, trusts and. secretarial work 

18. A member acting as a receiver incurs personal 
liability for his acts and may, in particular, incur liability 
under commercial contracts irrespective of negligence on 
his part. Accordingly, if a member appointed ii a deben- 
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"nuc hides to act in this’ capacity’ hae to manage á a 
Che: should « ensure that he is fully:indemnified:by the person”. 


who. appoints hirà against: all. loss ` or EE arising. out" - 
of his. management. * : < 


It'is often prudent. fora E who: i 15: appointed. to 
act ds a trustee or asked to- carry out certain’ secretarial 


"work such as cheque signing to' obtain an appropriate E 
M indemnity.. In the former case an instrument creating a . 
trust can give a wide. form: of indemnity: if the settlor is 


willing to approve “of its inclusion-in the deed; in the 


- latter, the member ; should arrange for an indemnity to . 


be obtained, from his chent, — -.- S 


“Conclusions. ess, oue SEN 


“19. Although it is. not possible to ud against every- 
. Circumstànce in which an accountant or auditor may run. 


the danger of incurring liability, for professional negligence, 


MN the following matters should be borne in mind: 


z Objectives Zoe communications ` 


(a) Before carrying out any work for a client, a member ` 


-, should-ensure that the exact duties to be ‘performed, 


“and in particular any matters to be excluded, have ` 


been agreed with the client in writing by a letter of- 
engagement or otherwise. If the accountant is asked 
to perform any additional. duties at.a later date; 
` these should also be defined in writing (paragraph 5). 


(b) In giving, ‘snap’ advice at the request of a client, P 


T member should: make it: clear that such, advice is 


- subject to limitations and that consideration in depth ` 


may lead him to revise SE enc as a matter of ' 
urgency (paragraph 9). I 
BE When ' submitting ita! accounts ‘or other" 
“unaudited financial statements: or reports: to 
^ "dient or other persons, a member should ensure. 
that, anc opa cases, a _clause disclaiming . 


pies 
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E The. Council of The Institute a Chartered Accountants in Ee and Wales has now ` 
considered thè final report of the Special Commitiee on Development Policy. (The: ' 
, Accountant, February 24th issue): In doing so, it has taken into account the reactions ~œ 
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liabil to any a than die Sd is included 
on thé face of the ‘accounts or: ua statement 
- (paragraphs I2 and'i3). 7 
ay When giving referencés to a third € with regard 
', to future transactions `(e:g. payment. of rent) a 
` member should state that his opinion is given without 
- financial responsibility on-his part (paragraph 14). 
(e) Where -the circumstances appear to warrant it 
-because of their complexity or otherwise, a member 
should advise his client that he considers it desirable 
to take specialist advice. In certain circumstances it 
may be appropriate for a member either to consult 
another accountant or to suggest to his-client that the 
. . advice of a member of another profession should be 
E sought (paragraph 17). ' 
x f) It should be recognized that there | are areas P pro- 
^: ^ fessional work (for example when acting as auditor 
under thé Companies Acts or as receiver or liquidator) 
where it is not possible for liability to-be limited o: 
excluded. Where a member acts as teceiver he should 
ensure that the person appointing, him executes an 
appropriate.letter of indemnity in his favour. A 
^ member should also‘ arrange for. professional in- 
` demmity insurance cover of a realistic amount and 
should. ascertain from his brokers whether or. noi 
- cover is provided for’ the special 1 risks involved (para 
graph. 18). Ue id KEE 
NOTE. Mane are: reminded of the Chartered Accountants 
de Insurance Scheme arranged’ by the Institute. The 


Scheme Brokérs, Messrs C. T. Bowring & Muir Beddall (Home 


the : Ltd, of The: Bowring, Building, "Tower Place, London EC3H 


¿BE maintain an advisory service to which any member can 
apply for advice regarding the amount of professional Iñdemnit; 
Insurance cover and other matters. ! 


ru 


Institute's s Development Policy ` 


- Council. Statement on ,Committee' s Final Report ` 


A. 


of district society committees, of members and of its own standing committees. In the tight `` WE Gg 


of this consideration it has already implemented or is in the 


a ` ^ "ny 
A š a=- PE 


- FORMAL stàtément of the. objectives Bb the Institute A 
‘and: revised ` Council election. procedures: (The Ac- 
countant, July 6th issue) are both included in the Charter 


- and bye-law amendments to.be submitted to members for ` 


consideration at the special meeting. on-September- 27th: 
The working party appointed to examine the size of the : 
Council and the organization and operating procedures of: 
its committees has reported and the E changes 
have now Rm implemented. | 


~ 


D 
- 


. o 


course of implementing 


__., the majority of the proposals in.that report. A few, however; need further SES A KEN le a - 
` summary of the action taken d the Council is. set out below. . l : EE a 


e 


_ - 


Thé dier wilking party ee to consider the 
structure, organization and financing of district «societies 
‘has also reported but, the'proposed changes will take time 
to implement fully. ` Meanwhile proposals for Keeping 
“district sociéty- committees, better informed..of forwarc 
thinking are being developed with a view to stimulating 
interest and. discussion through the. society/branch/grouy 
organization ` and obtaining 'à, feed- back' of informatior 
on a members” views. . 5/7. E 
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Education and training S. £ xx 


The statement of policy contained in die basket A Policy 
for Education and Training (The. Accountant, May 25th 
issue) largely reflects the proposals of the Special Com- 
mittee "both ‘in. relation to pre-qualification and post: 
qualification. requirements. Further study is, however, 
still required of four aspects before definitive proposals 
can be made, namely: any extension in the maximum 
period of secondment to industry; a scheme for ‘Accounting 
‘Technicians’; some form of selection procedure which will 
ensure that all- clerks: who enter’ into articles have a 
reasonable chance of qualifying; and the conditions both 
for progression, to: Fellowship. and of entitlement to 
practise for future members. In particular, the Council has 
considerable reservations about making F ellowship: a 
pre-condition of entry into practice. 

The: demand for greater freedom than at present for a 
.studënt, with sound reasons for so doing, to transfer his 
service to another principal will to some extent be met 
by the announced intention to increase the period of 
probation from the present six x months to twelve months. 


Technical services for members 


The point made, by the Special Committee that the Tech- 
nical Department is at present under-staffed to cope to 
best effect with the work involved in its present programme 
of activities is under consideration in the context of a 
review of the organization and staff of that- department. 
In this regard it should be noted that the projects which 
were mentioned as having been delayed for lack of re- 
sources, namely :. 


(a) Accountants’ Digests, 
(b) a survey of the accounts of European companies, 


(c) inter-firm comparisons for firms of practising ac- 
countants to assist them in evaluating their efficiency, 
management and control 


ase all been activated and, in terms of bas the 


inter-firm comparison is considered to be the most. suc-, 


cessful exercise of its kind in this country. 


ran 


~ 


‘Research 


The Research Committee has responded to the suggestion 
of the Special Committee that it should: try to establish ` 
‘some’ means of co-ordinating research by setting-up the 


International: Register of Research in: Accounting and 


Finance jointly with the International Centre for Research 
in Accounting at Lancaster University and the Journal 
of Business Finance. AN à 


i 


Sectional interest activities 


A study is being made, with a view to issuing guidance to 
district. societies, of the need to encourage greater par- 
ticipation among the membership at large by means of 
local sectional interest, activities with particular reference 
to the small practitioner, the accountant in industry 
(especially those in ‘smaller companies) and the younger 
member. - 

‘ In addition, the eae is considering a number of 
schemes for permanent sickness benefit, accident insurance 


and practice finance which may give -members the ad- 


y 
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vantage T group’ rates without the Institute becoming 


- 


‘financially ees in any particular EEN 


Courses 


The. recommendations of the Special Committee gofad . 


the Council’s views on what is required ; namely 


Improving services to MEMES in industry and 


^ commerce 


1970 and 1971 were largely spent in designing new coürses 


-and developing administrative strength so that the number of-. 


— 


courses could be increased as rapidly as possible. 


Improving the services to the small practitioner 
The Council believes that further development of courses, 


seminars and discussion periods by district societies, branches ` 


and groups is probably the best way of helping in this area 


and it has made a particular effort in 1972 to. this end by' 


appointing a committee to have responsibility for co-ordina- 
tion of assistance and advice to district societies and branches. 


i Location of courses 


In both its encouragement of district society activity and in., 
the presentation of the Institute's own courses the Council is +” 


endeavouring to provide a'service accessible to members 
I throughout the country, ' 


` Payment of premium by non-members 
This is the only area in which the Council has to express 


reservations. It has been represented that the proposal would ` 


add to marketing difficulties, create possible resentment from 
speakers and would be unpopular with both members in 


‘practice and those not in practice who wish to send non- ' 


members on their staffs to Institute courses. 


Courses aimed primarily at non-members ` 


The Council has had this subject under general review for 
some time and committees are including a more detailed- 


examination in their current survey of eng ten Pang D 


r equir ements. 


~~ 


Recruitment promotion ' 


Responsibility for recruitment, hitherto spread. over a 
number of standing committees, has now been concentrated 


overall strategy. 


— 


International role of the Institute É 


A significant role is being played in the work of the Cu "m 


. under one standing’ committee which will develop an. 


d'Etudes de la C.E.E. — a committee consisting of members ' 
of the leading.accountancy bodies which is consulted by | 


the Common. Market Commission — and, as members will 
have seen from reports in the professional press (The 
Accountant, July 20th: 


Relationships with other accountancy bodies 


The Council has noted the suggestion that it should be f 


prepared to enter into discussions with a view to the full 
integration `of the three Institutes of Chartered Ac- 


countants. The other two Institutes have made it clear that - | 


discussion would not be be welcomed by them (The 
Accountant, March 2nd issue). ; "HE 


Nevertheless the proposal contained the Charter and 


~ 


t vi 


“The Profession in Europe”), a  . 
great deal of effort is being made- to. influence decente. u 
l in the European Economic Community. . 


Ed 
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byeléw iaa (to be eur, to the’ m 
. “meeting on “September 27th) for reciprocal membership 
` rights will go some- way towards SHrengthening the m 3 


between these three Institutes. : 


^ 


Financës | l 
+ The aspect of the Special Committee’s ` Report which has 


résulted i in most criticism from district society comimittees,. 
. . from members and from students was the proposal that the | 


. admission fee should be increased from {21 to £50. The 
Council accepts these criticisms and has appointed ‘a 
. Committee to review the fee and subscription scales 

- generally in the. light -both of ‘the other proposals of 
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‘the Special: Cs (which appear to be generally 


acceptable) and of the: criticism of the suggested increase 
in admission fee. 'Phis' committee is expected to report 


towards the end of the year with a view to proposals for 
- the restructuring of the fee and subscription scales being 
submitted to members at 3 spent meeting in the early 


sumníer of 1973. 


Appreciation 


The Council wishes once again to express thanks to the 
members of the Special Committee for the vigour and 
determination with which they accomplished: an ex- 
ceptionally difficult and onerous task. 





- -. Taxation 


| Lord Strathalmond V. CIR oa? 
In the High. Court of Justice Division) = _ ` 
June. 23rd, 1972 . 2 y 
(Before-Mr Justice PENNYCUICK) ` fc? 
Surtax.— Income from securities abroad — -Double taxátion con- 


vention — Dual nationality. — Non- resident of United Kingdom:— 
Whether resident of other contracting party — Double Taxation ` 


Relief (Taxes on Incomey (USA) Order 1946. (No. 1327) — 
Double Taxatión Relief Me on. APO) (USA) Order 1666 
(No. 215). 


"Ihe taxpayer’ s wife:was born in TT Uaid States of Awas as. 
and is a citizen of that country. She was married to the taxpayer, 
_a citizen of the United Kingdom and Colonies, in 1945; and ` 
under American law she retained her United States citizenship ` 
and thus had. dual nationality.: In 1968 Lady Stráthalmond 
renounced her citizeñship of the United Kingdom and Colonies. . 
Lord Strathalmond is resident and domiciled in the United 
Kingdom; ‘Lady :Strathalmond ‘is resident in the United ` 


i Kingdom. She pays United States. tax on all taxable income 
." from United States. sources. In 1968-69 this income on a 
preceding year basis was $10,142.35, of which $9,782.01 repre- ` 


It was contended for the Revenue that the definition in Article 


“11 (1) (g) should be applied only where the precise words “resi- 


dent of the United Kingdom’ were found in the convention; . 


‘that the expression “that other contracting party' should be 


construed inaécordance with Article r1 (3) and not Article 
11 (1) (g); and that Lady Strathalmond was not entitled to 


‘exemption from, United Kingdom tax in respect of her United 


States dividends and interest. 
^ "The Special Commissioners decided in favour of the Ge 
Held (reversing the decision of the- Special Commissioners): 
the words in Article XV in. the 1966 convention ‘resident . . 
of that other contracting party imported, as regards Lady 
-Strathalmond, the definition of ‘resident of the United Kingdom’ 
in Article 11 (r) (g); and as that definition excepted a citizen of 
the United Kingdom. she was excepted from the definition. 


Waller & Hartley Ltd v. CIR 

In the High Court of Justice (Chancery Division) 
. Junexx6th, 1972" 

* (Before Mr Justice FOSTER) . 


Corporation tax — Distributions — Dividend increases in 196 5-66 — 
Dividend declared on April 4th, 1966. — Claim for exemption — 
Whether main purpose to aoma or reduce liability — Financé Du 


i 1965, sections 46, 47, 48,83. 


‘At a meeting of the directors of the company on March Ist, 
1966, the accounts for the period to December 31st, 1965, were 


discussed, and it was decided to recommend a dividend of 2d. 
and a special bonus of 4d, to be paid on April 4th, 1966. The 
chairman’s statements for inclusion in the annual reports and 
accounts for the years 1964 onwards were prepared by. the 


chairman: himself, a chartered: accountant, and also the secretary. 


of the company. 
In the chairman's statement for the period ended December 


sented dividends and interest from United States corporations. - ..41st; 1965, there was this statement: š 


‘It was common ground that as “Lady Strathalmond was not a '- 


citizen -of the United Kingdom, the taxpayer’s appeal must: 
succeed, if she was not “a resident of that other contracting 
party’ within the meaning of Article XV of the 1966 convention. 

It was contended for the' taxpayer that the. words ‘other 
. contracting party’ in Article XV in the 1966 convention were 


synonymous with “United : ‘Kingdom’ or ‘United States! as the . 


case might be; and that thus in Lady Strathalmond's case the 
expression ‘resident of the: United ‘Kingdom: was, not different. 
in meaning from the expression ‘resident . . . of that other 
contracting party’; and that since Lady Strathalmond was not a 
‘resident of the United Kingdom”. within: Article: 11 (1) (g) 
_ because she was a'citizen of the United: States, she. was-not “a. 
. resident of that other contracting party’. within fone XV in’ 
the,1966 convention. - 


, 
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“The charge for taxation is £107,241 against x 167, 537 (at 
year, a decrease -of £60,296.. This reduction, of course, is 
entirely due to the transitory provisions of- the Finance Act 
1965. We have provided for corporation tax at the rate of 35 per 
cent and each 1 per cent additional to this would have cost us 
approximately £2,500.. Any greater rate of -corporation' tax 
applicable to- 1965 will be amply ‘covered by the 'taxation. 

'' equalization. reserve shown in the balance sheet. The proposals 
regarding dividends have been made to obtain the maximum 
advantage of the-provisions of the last Finance Act and have 
also, of course, been helped by the tax reduction I have. pe 
previously mentioried.’ 


In the chairman’s statement on the 1964 accounts; Which 
were approved at the annual general meeting on April ist, 196: 5. 
it was stated: . 

‘You will. appreciate that the proposals repade dividends 


August 10th,: 1972 ete i 


absorbed the greater ‘part of the year’s profits dnd the ies i 


must feel this is the correct procedure this year. The future 
policy must be determined by the BUE available and. the 
incidence of taxation.' l 


In the chairman’s nt on the accounts to Dieser oer 
31st, 1966, there appeared this: 


I think it has been appreciated by the mans and in 

financial circles generally, .that the additional bonus of 4d 

` per stock unit, which we have paid in the past two years, was only 

paid to give members the full benefit of the transitory. .pro- 
visions and the relevant Finance Acts.’ é 


The excess over the standard amount of the dividends 
declared in the year ended April 5th, 1966, was £31,000. 

The company applied, under section 83-(11) of the Finance 

Act 1965, to be exempted from liability in respect-of this excess 
but the Revenue refused to grant a certificate. It was conceded 
by the Revenue that there had been no acceleration of the 
„payment of the dividends in question; and that these dividends 
wera paid on almost exactly the same date as in previous years; 
and that the amount of the dividends in question, 34d per Lë 
stock unit was exactly the same for the previous two years. 

It was contended for the company that in paying the excess 
in question it was not the company's main purpose, or one of its 
main purpóses, to avoid or reduce liability under section 47 (3) 
of the Finance Act 1965. It was contended for the Revenue that 
the.three extracts above coupled with the fact that the chairman, 
a director who was also the secretary, and another director, were 
all chartered accountants. The Special Commissioners decided 
in favour of the Revenue. 

Held: the Special Commissioners’ decision w was correct. 


Green v..CIR 


In the High Court of Justice (Chancery Division) (7 ` 
June 21st, 1972 ` | 
(Before Mr Justice PENNYCUICK) Es 


Surtax — Transaction in securities — Before April Ist, 1960 ~- 
Whether tax advantage was consequence of receipts in question — 
Whether adjustments were appropriate ~ Whether attribution to 
taxpayer's wife necessary — Finance Act 1960, section 26 — Finance 
' Act 1962, section 25. | 


The taxpayer and his wife’ were the sole shareholders and 
directors of a company carrying ori the business of digging and 
. selling gravel. The company was incorporated on January 21st, 
1959. On April ist, 1960, the company résolved to issue, and to 
allot to. Mr and Mrs Green in equal proportions, 18 new pre- 
ferred ordinary shares in the company. These shares carried in 
effect the right to the entire dividend recommended by the 
directors not exceeding the available profits. By an agreement 
of the same. date Mr and Mrs Green agreed to sell these 18 
` shares to Gensal.Securities Limited for £300,000, to be 
payable as to {10,000 forthwith and as to the balance by instal- 
ments. In each of the years:1961 to 1965 the directors of the 
gravel company declared a gross dividend and paid a corres- 
. ponding net dividend to Gensal; and Gensal then paid to Mr 


and Mrs Green a corresponding amotint on account.of the ` 


purchase price of the shares. The total amount so paid for the 
; years in question was £229,680. 

On January 24th, 1967, the Commissioners of Inland Revenue, 
. being of the- opinion that section 28 of the Finance Act 1960 
applied to Mr Green in.respect of these transactions, gave 
notice that certain special adjustments, were required for 
, counteracting the tax advantage thereby obtained. ‘The adjust- 
. ménts consisted of the recomputation of Mr Green's surtax 
liabilities for the years 1961-62 to 1964-65 on the basis that, 
for.1961-62, the amount received by Mr Green himself and, for 
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Was dismissed by the Appeal. Committee. 


i PF 


the other three years, the amounts received. by Mr and Mrs 
Green should be taken into account as if they were net amounts 
Teceived in respect of the corresponding gross dividends, 
payable at the date of the receipt thereof; and in due course 


` additional surtax assessments were made on Mr Green. 


He appealed to the Special Commissioners, and’ it "was: 


contended for him (a) that.the first three transactions; were C: 


carried out. on April rst, 1960; and the fourth transaétion- 
related to payments which were not transactions in securities; 
(b) in the alternative that the tax advantage was not obtained i in 
consequence of the receipts in question; (c) that the. proposed ^ 
adjustments were in any event inappropriate. 
It was contended for the Revenue that all the transactions 
were carried out after April 1st, 1960; that the tax advantage was . 


obtained in consequence of the receipts in question; and that the pU 


proposed adjustments were appropriate. 


"The Special Commissioners decided in favour of the Revenue: i 


and upheld the adjustments. 


Notice of additional points was given on behalf of Mr Green ` 


pursuant to Rules of the Supreme Court, Order go, Rule 7. 
At the hearing in the High Court contentions (a) and (5): 


for the taxpayer were abandoned, but not contention (c). It was : 


also contended for him (1) that ‘the distributable profit of the 


company was not in any of the relevant years sufficient to pro- >”, ` 


vide the gross dividend, (2) alternatively, that the assets avail- . 
able for distribution by way of dividend were in fact less than 
the amount actually distributed, so that either no dividend at all 
was validly declared, or that, to the extent that the consideration 
received from Gensal did not represent the value of assets 
available for distribution as dividend, there had to be an abate- 


ment in the amount of consideration falling to be the subject of  . 


adjustments, ` 
It was also contended that for 1962-63 to 1964-6 5, half of the 
amount received from Gensal should have been distributed 


- exclusively to Mrs Green, upon whom no notice under section, 


28 had been served. 
Held: the decision of the Special Commissioners was correct. 


Odeon Associated Theatres Ltd v. Jonés 
In the House of Lords (Appeal Committee) 
February 17th, 1972 


(Before Lord Pearson, Viscount DILHORNE and Lord CROSS OF 
CHELSEA) 


Income tax ~ Deduction — Purchase of cinemas — Accrued TES 


Whether deductible — Companies Act 1948, sections 150, TST, 152 ~ E 


Income Tax Act 1952, section 137 (f). 


The appellant company acquired a number of cinema fea: 
and incurred expenditure on repairs attributable to prior "user, 
and this expenditure was charged to the company's trading 
account. If the expenditure had been incurred by the vendors; it . 


would have been allowable in computing their profits for tax . 


purposes. In accordance with the principles of sound commercial. 


accounting the expenditure in question would be dealt with asa : 


charge to revenue in the purchaser’s accounts. 


It was contended on behalf of the company that thie expendi- ln ht 


ture in question was properly charged to trading account, and 
was also- deductible in computing the company's profit for tax- 
purposes. It was contended on behalf of the Revenue that for" 


tax purposes the expenditure was capital expenditure;.arid-was- ` 


therefore non-deductible. The Special Commissioners ‘decided 
in favour of the Revenue, but their decision was reversed in the 


High Court, and the judgment there was affirmed in the: Court ob a 


Appeal. E 


'The Revenue poned for” Ve to appeal to. die Holes of 


83. 


£ 


Lords from the judgment-of the ‘Court: o£ Appeal. The petition - ` `. 
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The basic bw: on valüe added tax is éontiined 1 in one Finance Act 1 972 but much of its ` E E | X e 
+ practical content remains fo be divulged 3. in. regulations and proriouncements by the > E eque E 


, Department of Customs and Excise. In the meantime, some guidance is available from thé 


` standpoint taken by. Treasury spokesmen in the course of the debates-or the Bill in "ir E po SP Vis Sec? 
` Standing Committee and in the-House,`with particular reference to-the problems =~. Tl due En. s. 


` E ' S Ge" 


- 


TOW. ihat ue | ans Act 1972 is on, SC statute book’ 
it ig.appropriate. to, «consider: the dévelopments i in the- 


P cn of the.new' tax. since it was brought before he: d 
“House of Commons by the Chancellor of the Exchequer. - 


- A draft of the proposed legislation accompanied the Budget 


£s and had been preceded by discussion by (ie 


^: Department of Customs and p with more than three 
‘hundred Organizations. ` a 


-. "The official objective bad DN to. design” ‘a’ form of `° 


w 


"VAT simpler and better than that existingin eight parece. 


s; of the transition from purchase tax to VAT and the EE to effect registra T 2I POE C 


` 


“the other ‘components or r has an area greater than. one-fifth 
< Of, the atea' of the outside material ; : 


` articles made wholly or partly of fur du (other than rabbit 
‘skin or woolled sheep'.or.lamb skin); 


dressed fur skin; u NU E m. e aen. 
für skin: Tüps;- | Ee T 
. jewellery. and imitation. ET being: elas ‘consisting. . 


_ wholly or ‘partly, of stones (precious, semi-precious or.imita-- 
tion) or-of pearls. (real, cultured or imitation) or of beads; 


- articles of personal adornment and other articles of.a-kind 


- ` 
r a 


E - countries. These are Belgium; Denmark; France, West-'- worn on the person, being articles: made wholly or partly 


e te ef . 


uc 


‘ 
ane 
us 


- Germany; (described :in a contributed’ article bet Week), ` = 
"Luxembourg, Netherlands,’ Norway and Swëden.. It is <. 


. expected that the introduction of ac in icr will. oe 


f L ae in 1973+. 


*- a 
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ax: paid stocks ` Se te EM. lie IR a IR 


. In. the White Paper (Cmnd: no wb em sth: TM 
` Budget,. á list waás"given of the categories of. goods: which - 


could form: the ‘subject of sale or return arrangements by 
agreéinent -With-. Custonis. ‘and -Excisé. . Instructions in a. 
existing purchase. tax notices require separate’ records, to. 


be kept of all chargeable goods sent out on “sale of returh”. 
or similar terms, showing. the date of dispatch.and sub- 
_-Sequent history .of the goods. with : sufficient, tee ` 


, such, as serial numbers to link:the goods with. relevant: 


-supply notes and i invoices. "Moreover; suitable arrangements .- 
pra 5 "'is'perhaáps sufficient to make clear -which classes of goods, 


niust -be made to. ensure that the tax. which: becomes due 


u- on'thé adoption. of: a transaction is included. “correctly ins, j 


e ` Eh 


Ñ the appropriate Tétürn. `. 
Adoption’ woüld occur where he customer tas sold or . 


E l a to buy the: “goods: "The main: principle + is that: the: . 


q 


A ra 
l^ 


-. goods: remain forthe ‘time - being: the. property of the’. 
- registered’ supplier, and the customer has the: unqualified. 
. tight to return ang. gr all of them at: any time’ up to an 
- agreed time limit. Tax becomes due $ on expiry ‘Of the time 
limit or. adoption: 


p. The following. are’ the desiziptiona of goods within the- 


: ` pürchase. tax groups set out in: “Schedule rto the Purchase 
"Tax Act:1963: anc refetred to. in ‘the White- Se (paras 
graph 27. (2): "NE : 
- fur garments SS fur headgear, eed is'tó say, an = and” 
- headgear made: "wholly. or partly of fur skiü (other than ' 
- rabbit skin: or woolled/sheep’.or lamb skin), but. excluding. 
articles merely trimmed with such: fur skin. ünless, in the. 
` case of a garment, the triminiñg represents 'a: cost -to: the. 
manufacturer: of. the eo greater than the cost. to him of: 


¿i < on E MEM = a 
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‘of ‘gold, silver or other precioüs: metal (not inchiding base 
metal which is coated or ‘plated. with precious: metal); A 


clocks, and. watches with accessories, but not large. public 
- clocks;-: T ro poa? 


! “appliances - ‘and. SE m. „whether. . “micclianically operated | 
ior.not, of-a kind uséd' for domestic. purposes, including. 
d - cooking, heating. and refrigerating, with particular: mention . 
` "of sewing machines; . ` LN T SNMP 

;rüdio and television equipment; : "7 NE 


eo rg oS 


^ 


pe: recording Gd mone . df , So EE 
. popular photographic apparatus; DEM ph 
“hairdressing machines;. ' e Si E 
"roád vehicles for. passenger carriage, : ‘but, with exemption 
` of most’ specialized’ types : such as caravans or London taxis, 


Although this list does not itemize every. variation, it 


- 


n 


are: relegated to relief by removal of purchase tax 'à short, 
time’ before VAT is introduced. These include clothing, . 
"furniture, hardware, lighting ` fittings,: tableware, „sports 
equipment and ' games, “travel - goods,.. stationery, - toilet. 
_preparatioris and ‘many other descriptions. Possibly the 
"only. ‘category which will really benéfit:by the short tax- 


- free:periód: will. be ice-cream’ = at March 1973 ends. with. a 


heatwave.. . Se ih 
Section 47 of GE ‘Finance Act 1972 2, precludes the ge : 


of VAT on ‘any-supply or importation taking place before ` 


April. Ist; 1973. In Standing Committee; Mr Joel Barnett, | 


'F.C.€:A., (Heywood and .Royton), proposed an. amendinent ` 
> that would require the Treasury: to grant. -such ‘relief as 
: would ensure that no. ‘goods: are subject both to purchase 
"tax and: VA'E. In. reply,’ ‘the: Financial’ Secretary: to the 
‘Treasury admitted. that one. cannot wholly. avoid: double 
“taxation in a transitional: period: He negatived. the ,pos- . 
sibility of 'a general extension of sale or" return arrange-^ 
ments, but commented that. it t might be: possible- to- devise 
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` schemés in respect: cof. items other than: those listed i in’ ‘the ` 
: White Paper as above.” 


At the Report stage of the: Bill; Ve Higgins took a 


e the case for transferring. grámophone, records and tapés- 


from: thé “sale or, return arrangements. to the” tax-free ` 


" transitional: period because of the difficulties. of identifica- ' 


‘tion and. this proposal is under. consideration. That-rép- `- 


' resentations were made to this effect: does suggest that not 
. all traders -would welcome ‘extension of “sale or return | 
_ arrangements to categories of goods which at present are 
in line for a tax-freé period, however brief. -° sea 

. Section 31 of the Purchase Tax Act 1963 authorizes the 
Commissioners of Custonis‘and Excise to make regulations 
., providing for any matter which appears to, them to’ be 
` necessary for the, purposés of the Act. Many ‘possible ` 
-occasions-are indicated in, that statute and more are added 
` by section-.54. (7) of. thè Finance Aer. 1972: This con- 
templates" that’ regulatioris may require persons to keep, 
from October 1972, and preserve for a-specified period ` 
` (officially. indicated as not exceeding two years), records 


‘int such form and containing such particulars as may be . 


specified: "of goods chargeable ` to purchase tax in. si 
` possession in relevant circumstances. 

Hi “The. relevant, circumstances are those Wé EE in 
- section 40 (4) of the. 1963 Act, namely, that delivery i$ to. 
~. be, deemed to have taken place on the making of the pur- 


chase if at'the time when that purchase is made the buyer 


is in possession of the ` goods bought thereunder. The 
records have. tobe produced for inspection to a Customs ` 
`. officer at such time and place as that’ officer may require. 
. Moreover, there will be a requirement to furnish, at such - 
‘times: and placés as may: be specified: in' the regulations, 


_ to persons who have delivered such goods, statements.in such ` 
form and: containing: such particulars of goods. remaining. . 


S in the possession of the purchaser of the goods délivered as 


: may be ‘specified, including particulars‘ of the purchases. ' 


"That these~statements: are no formality: is’ indicated: by - 
. the need to «complete a. declaration. by thé purchaser that 


“the statement- is to the best of his knowledge correct. and ` 


-complete. Jc Lt ces ut Bae Avira os 
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Sale or Totum SE 


"The Financial EN do A Peau Geer "T | 
> sale or return schemes must .conform strictly- to the law `` 


if they are to affect the. date on, which purchase. tax would 
e DEDE due, “This requirement must preclude “those : 
schemes, including existing or in 'somë cases dormant - 
` schemes, under which goods adopted — that is, purchased 
by the retailer — are collectively identified by means of a 
‘stocktaking at the end of the period. Such schemes, fall 


-to be ‘rejected. because, if they became widespread, they D 


would result in a situation much the same. as under: a 


stock rebate scheme against which the, Government have’ 


eset their faces. Mr Higgins alleged that schemes’ of ‘this 


: nature could not be properly controlled-and that they would. 


result in widespread tax-free stocks in retail shops at the - 


" start. of ‘the transitional’ period and “hence the virtual 


certainty of sale to the’ public at tax-free prices. 

The only’ concession in the offing stems. from. the 
"Minister's: “pledge that “Customs. would be prépared -to 
: consider” whether -it could accept. schemes,. which. were 


f “otherwise satisfactory, based on identification of containers 


EE than EE items ~ = for «example; unopened ` 


. cartons of tubes. of’ toothpaste’ rather than individual tubes: 


o£ toothpaste; This. would mean that: unopéned, containers. 
could be held tax-free in retail premises /and.the ` goods > 
` Would be “adopted” and the- tax become due on thé. break: : 
of bulk (Hansard; July rath, 1972). — : 

There i Is aci direction i in. which immediate thought” 


+ 


ER KN coming October. Section ; 2 of the. Finance’ Act 1972. 
states that VAT is to be charged on the supply of goods or. 
Services - only where the supply is taxable supply. and the-^ 
goods or Services are supplied «by. a taxable person in the: 
course of a business-carried on by him. Section 45 species 
“business” as including any trade; profession or vocation; in. 
which connection the acceptance of an office, other than a. 
public office, causes any: services ‘supplied by. him: to Ce 
treated as supplied i in the course of a business carried on by — 
him. This rule appears to be mainly directed towards auditors 
who also carry on an accountancy practice; as in Ellis 


v. Lucas (43 TC 276; 45 ATC P oom te 


` Club subscriptions ` T 


T he- definition of. ‘business’ alao nde the admission: 
. for a.consideration of persons to any premises; the ‘pro 


` vision: by à relevant association or by a club of the le 


available to its members: the -provision by:a relevant - 
. organization: of the advantages: of membership ; and in- 


dependent , broadcasting . services. All. associations other P 


than trade unions are relevant: but àn organization is only, * 
relevant so ás to~be taxable. on, thé provision ‘of thé ad." 


vantages of: -meinbership if it is a trade or professional 


organization which bas elected for tax status. . 

. The Chief Secretary to the Treasury put the. Govern: 
ment’s view as being that subscriptions to clubs SE 
a form of consideration for the supply of services which are : 


: represented by the facilities. the’ club makes available to ` 


its members, subject always to the-£5,000 a year limit. 
“Such: facilities would be additional to those already ` tax- ` 


` able, such as meals in the club dining room ór es 


or other: goods. or services. The £5,000 limit would apply ` 


separately.to the aggregate of such services and the aggre- E 


gate of subscriptions to which section 45 applies. 
Mr Patrick Jenkin made particular mention of the” 
Institute of Chartered. Accountants, suggestirig’ that the". 


great majority might be-in a position to deduct in their E 


accounts the input tax on subscriptions if the: Institute | 
elected to be-chargeable. In other cases the election would 


be disadvantageous, as where. the great bulk of. the. mem. ` 


bers were not taxable traders. >` -- 


tbe country will have to reach. a speedy decision on, a 
matter in which there is likely to be a conflict of interest. ` 
among: the membership, perhaps necessitating E 


tation. Learned societies would enjoy. the option; but: the; S ae 
ordinary | social or sporting club: would be chargeable: te 
d their ‘turnover’.is more than {£5,000.,- ^: zm 


For those-not much above the. limit it. might make sense: 
‘to reconstitute the membership: in two-or ¿more clubs; 


with similar objectives and there seem: to' be: new” possi- . E 


bilities of legitimate tax avoidance which. the managements *. 
"will have tó consider at an. T date. Uus ees S 





Evidently trade-and professional bodies up: ndr TRA : 
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eloping Role of the Chartered Secretary ` 


JOHN F. PHILLIPS, O.B.E., LL.M., F.C.LS. 


Secretary, The Institute of Chartered. Secretaries and Administrators 








there was widespread comment in the press and among the 
a - professions. 
to The advertisement was of a striking character, featuring a 
board of directors in Indian head-dress; and although the 
past ten years have witnessed a considerable change in 
"the attitude of professional bodies towards advertising, 
` the ‘Indian’ advertisement was felt by some to be out of 
- keeping with the role of the Institute as one of the leading 
© professional bodies in the business world. 
— "'The original advertisement was followed by others 
“perhaps of a rather less startling character, the latest, 
“Seven for the Price of One”, being almost conventional by 
comparison. 
But the overwhelming mass of comment has been favour- 
able. For example, Antony Thorncroft, Marketing 
Editor of the Financial Times, wrote that the Institute had: 
‘seized the marketing initiative’ 
Just why should a professional organization wish to 
‘seize the ‘marketing initiative’? Is ‘marketing’, with its 
-implied association with commercialism, the right sort of 
area in which a body like the Institute should. operate? 


implementing decisions 

Part of the answer to these questions lies in the text of The 

Daily Telegraph advertisement. Under the headline "Who's 
^ Missing?’ the text emphasized that a board of directors 


needs a professional administrator to implement its de- 
. cisions: ‘Fortunately, more and more companies are begin- 


` ning to realize that no matter how brilliant its specialists 
^ may be individually, they inevitably turn in a better 
performance when they are backed up by a professional 
administrator.’ 

~The Institute's thesis is, of course, that that professional 
dministrator is a chattered secretary. The Institute is, 
n effect, marketing a human commodity. It is no longer 
enough i in these days for a professional body simply to rest 
on its laurels and assume that society will automatically 
reward its members with the status that they feel they 
deserve. Chartered secretaries, like the members of a 
mber of other professional bodies, are having to com- 
with a little more aggression than they would have 
in the past. 

ew type of advertising undertaken by the Institute 
part of a‘grand design’, the external evidence of 




























HEN the Institute of Chartered Secretaries and 
` V V Administrators took a full-page, full-colour advertise- 
¡ment in The Daily Telegraph Magazine in July last year, 


) what may without exaggeration be ‘bee as a rev voludoi, : 
or at least a drastic revision, in the policy of the Institute — 
deriving from a thorough review conducted by the Council. 


of the Institute since 1966, without the fanfare of publicity 
that usually accompanies such operations. 'To describe. 
the review and its conclusions, it is necessary to make brief 
reference to the Institute's origin and development | 
Like several other professional bodies. in the business 
field, the Institute was founded in the latter part of the 
nineteenth century in the City of London. The original 
concept was that of an Institute of company secretaries. 
in Britain, although the seeds of its spread through-. 
out the Commonwealth were contained in the per- 
sonalities of the founders and the companies which they 
served. Steadily, from its birth in 1891, the Institute 
changed in its composition and direction, perhaps in four 
respects: | 
(a) Company secretaryship. Apart from the fact that 
company law and practice has been growing more elaborate 
and complex during the past century, the role of the 
secretary has changed. Perhaps it was never quite true that 
his position was, as described by Lord Esher, MR, in 
Barnett v. South London Tramways ((1887) 18 QBD d 5) 
that of “a mere servant ... to do what he is told ... no 
person can assume that he has any authority”; but it 18 
certainly true that it has developed to such an extent that in 
May 1971, Lord Denning, MR, in Panorama v. Fidelis 
(121 NLJ sor: The Accountant, June 17th and August 12th, 


1971), was able to say: “Times have changed. A company 
Secretary is a much more important person than he was in 


1887 


.an officer with extensive duties and re-. 
sponsibilities’; and Lord Justice Salmon added: "There. 
can be no doubt that the sectetary is the chief administr 
tive officer of the company.’ D 

While the formal and statutory responsibilities of 









beén, the (seti is that the modern company. secret 
fulfilling his true role is a key member of the. em 
team; and it would be surprising rather than. otherwise. if 
the company secretary with the right qualities were not to 
become — as so many have — members of the board, 

managing directors, and chairman. This vital change has 
had to be reflected in every aspect of the Institute's work. 


(b) Accountancy. It is perhaps insufficiently realized that 
a chartered secretary is also a qualified accountant. Al- 
though this has long been clear to those responsible for the. 
Institute" s examinations in accountng taxation and related 
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subj ects, itis perhaps a point which bes not been sufficiently 
asserted by the Institute in the past; a defect which should 
now be remedied. The simple fact is that a host of members 
of the Institute are employed as company accountants, 
chief accountants, financial controllers, finance directors, 
professors, lecturers and teachers in accountancy and the 
like. A survey undertaken in 1968.showed that of all 
- members employed in the United Kingdom, the. largest 
single group, no fewer than 23 per cent, were directly 
engaged in accountancy.. That fact must be increasingly 
recognized and reflected in the Institute's activities. 

(c) The professional administrator. 'The original concept of 
an Institute for company secretaries and, as it developed, 
company accountants, broadened steadily after the turn of 
the century. It was natural perhaps for chartered secretaries 
to be found in banking, insurance and the building society 
movement; but the need for qualified administrators-began 
to 'Be felt in virtually every form of organization. The 
.formation of the National Health Service and other 
branches of the social services disclosed this need; and a 
great impetus to the recruitment of chartered secretaries 
to the public service was given by thé post-1945 nationaliza- 
tion measures affecting coal, gas, electricity and transport, 
which meant that hundreds of members of the Institute 
occupied key positions in the public corporations. 

In the: field of local government, progress was slower 
(save in the educational world, both in teaching. and 
administration, where the Institute has long been well 
represented); but in: local government administration 
generally, for which the Institute has for many: years 
specially catered in its examination syllabus, long-standing 
views concerning qualification for the highest posts (e. g., 
chief executive of the authority) have changed, largely in 
consequence of the Mallaby report. It is no ‘coincidence 


that chartered secretaries have recently been appointed to- 


these positions of great public responsibility. The. Home 
; Civil Service, too, is changing in its policies of recruitment 
. and advancement as a result of the Fulton report. 


(d) Overseas. If the seeds of overseas development were in - 
the foürteen founders of the Institute in 1891 and their. 


companies, | they quickly took root and spread. The In- 
'stitute's first oversea branch was established in Cape Town 
‘in 1909, followed by another in Sydney in 1914. Thus in 
1969 the Southern African Division (now comprising 3,500 
members and 8,080 students) celebrated its diamond jubilee, 
and in 1964, Australia (8,000 members and 2,560 students) 
its golden. The Institute has always followed an expansionist 
. policy, but by 1971 membership in the four oversea 
|, divisions ~ Australia, Canada, New Zealand, and Southern 


Africa — had reached such numbers that it was right to - 


. consider whether in.those circumstances any change i in the 
unitary structure of the Institute, governed by its EEN 
in London, should be made, 


1 


- The review 


In 1966, the Institute celebrated its Zeg birthday. The 
. most important event of that year was the grant by Her 
. Majesty the Queen of a new Royal Charter consolidating 
| the original-and many supplemental Charters and bringing 
the constitution and general objectives 9s the Institute up 
- to date. ` Š ` 


'The stage was thus set for the. most comprehensive 
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review undertaken in the Institute's history of its policies 
and activities. It really was comprehensive, starting with 
the question whether, if the Institute did not exist, it would 


have to be invented. The work was broken down into five 
. broad aspects reviewed by panels comprising members, not 


only of the Council, but of the Institute generally; and 
regatd was had, in constituting the panels, to achieving a 
suitable balance as respects age and experience. 

. A. detailed survey of the views of members and students 
was undertaken, providing the most valuable single source 
of advice for the panels to work upon. One desirable 
objective soon became apparent — the closing of the ranks 


of the secretarial profession; and so at once discussions 


began. with the Corporation of Secretaries, leading — after 


both parties had fully canvassed the opinions of their ` 


constituents — to overwhelming support for the scheme of 


April rst, 
Institute. 


Contemporaneously with the ducis administrative ` ` 


problems arising from the merger, now happily solved, 
the policy review went on, beginning with the establish- 


ment of a ‘profile’ of the chartered - ‘secretary. of 1980 and 
- beyond, as conceived by the Council of the Institute. 


Every aspect, from the starting point of qualifications, for 
student registration, through the standard of qualification 
(conceived as equivalent to a degree of a recognized 


university of the United Kingdom) to the practical training | 


and experience required by the new professional ad- 
ministrator, was covered. The fundamental change in the 
role of the Institute itself was analysed; and the Council 


_ integration [The Accountant, June 19th, 1970] which from ` 
1970 adaen 12,000 new members to the. 


recognized that the modern function of a professional. 


body, after qualification, is to provide service to the fullest. 
degree practicable to its members — ranging from individual. 
advisory services on information, practice, law, taxation. ~ 


(not only in the company field but in all the main areas 


reflected in membership), to the collective "service ‘of ; ` 


conferences, courses and publications. 


Li 


Topical issues 


That there is a need for such services on practical and 
topical issues is clear even in 1972, when support for 


conferences generally seems to have dropped drastically; 


Institute conferences on company reports in April and on 
VAT (in conjunction with the Institute of Taxation) in 


May were full to capacity; and the demand for the series of | 


administrative handbooks (especially the latest two, 

Computers and the Administrator and The Law and Practice 

of Employment) shows no sign of slackening. 
The constitution of the Council itself, and the arrange- 


ments made for two-way communication between: the . 


Council and the membership, were covered by the review. 


The Council itself is in the course of reduction (by annual `` 


instalments ending in 1975) from 39 elected members to 
21; the chairman of branches in the British Isles, now 28, 


who. were ex officio members of Council, are now réplaced : 


by 15 regionally nominated members. The net effect, when 


t 


the operation of the new bye-laws is complete in. 1975, will. 


be that the total membership of Council will. fall from 80 ` 


to about 45. 


- Meanwhile, a special committeé with ser aps for. - 
liaison with branches. was established and has. organized ` 


- 
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^. regiónalconferences during the last two years, 6 ón the basis 
': of four a year in different parts of the country. These steps ` 
` have already proved to bé more effective -means of. com. ` 
^munication with the: branches than had ever EE 
, existed: SES 

But perhaps the best Bee of the new approach 
‘of the Institute as representative of the próféssional ad- 
. ministrator is provided by the spécial section of the review 
>= devoted to education and examinations.-'len years have 
` elapsed:s since general. changes were made in the Institute’s 
- -syllabús, and the time-had come to'creáte a completely new * 
structuse“designed Dot only to serve the new concept, but 
.also to bripg. right up to date the: general. syllabus so ae. 
to meet contemporary administrative. needs.. The general 
.review éstablished principles which are now being’ worked 


` out in detail by the Institute's education. committee, 


assisted by members from. all sections of the educational 
‘field. E po 


Wi 
| ; 
` Career structures - 


Kä 


Full details of (be mem Structure will Ge published later 


- in the year. Three- distinct streams, relating to career 


. prospects, will be catered: for — the company administrator, 
the financial and general administrator, and the public 
seryice candidate.: All new students will be required to 
satisfy a higher standard of entry expressed by. reference 
to the :advanced level of the General Certificate of Edu- 
cation, and to cover 15 or 16 papers of university degree 
` standard; the Institute's examinations are, of course; 
already . récognized as degree equivalent by. the Buinham 
Committee, the Scottish Education, Department, and other 
authorities. The new structure will include an enlightened ` 
policy on recognition óf relevant and recognized university 
degrees and professional qualifications. 

This perhaps 1s the point at which to emphasize that the . 
- Institute seeks collaboration, rather than: competition, with 
` other professional bodies. On the one hand, the Institute 
would. like to see increasing numbers of qualified lawyers ' 
` and accountants — there are already a substantial number + 
supplementing their specialist qualification by taking the 


' Institute's examinations in administrative subjects, credit ` 


being given in respect of relevant subjects already. covered 
-` by their original qualification. On the other, the Institute 
hopes to continue to provide for those with qualifications i in: 
banking, insurance; the building society movement, the 
` hospital ` service and other special spheres, the wider 
` horizons and improved career opportunities which the 
Institute's degrees. of oe are designed to 
secure, 

Towards the end of the review, thrée aspects remained to 
be dealt with — the name of the Institute, finance and 
organization, and overseas administration. It was with 
obyious regret, but yet by a very substantial majority, that . 
the membership approved the Council's proposal that the. , 
Dg Rd s time-honoured name “The Chartered Institute 

£ Secretaries’ be changed to "The Institute of, Chartered 
e and Administrators’ so as to reflect the crystal- 
lization of the policy and direction of the Institute.. 

The Institute’s present- home, opened by Her Majesty- 
the Queen Mother in November 1964, is in one of the most 
beautiful Nash terraces ‘in the Régent' s Park area, owned ` 
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d Be e KE m rebuilt code to. the original 1825. 
" design. In addition to its functional and aesthetic qualities, 
it has. also economic advantages in that the Institute's 


lease for the residue of 99 years from 1959 (renewable) is - 


. at a rental of ‘about £1'50 per square foot which cannot be 


| revised earlier tham 28 years from the grant of the lease to - 


"the Institute iri 1964; and when the Institute merged with 


the Corporation of Secretaries, it also acquired the Cor- ` 
poration’s valuable lease of 13 Devonshire Street. Virtually: 
all the educational and examination work of the Institute, 
operated under an educational trust, is carried on from 
Devonshire Street. 

The Institute’s staff is relatively Sen ror from small 
‘establishments in Australia, Canada, New Zealand and 
Southern Africa; there are about 80 people ‘ on the strength’ ` 


in the United Kingdom, to serve the membership of almost 


45,000 and 28,000 students: The staff now amounts to 
about 75 per cent of the combined staffs of the Institute and 


the Corporation and.it was fortunate that the-merger plans 
were able to avoid any redundancy, ‘natural . turnover 


covering. all necéssary changes. 
. Proposals for subscription: increases towards the end of 
the 1960s had in practice to be postponed until the"merger 


. with the Corporation was completed, with the result that 


the Institute had a planned deficit of £11,000 on income and 
expenditure account for the financial year to July 31st, 
1970. New scales came into force-on January Ist, 1971, the 


highest rates being £13 for fellows and fro for Associates 


and licentiates in.the United Kingdom; and, subject as. 
always to such factors as the effect of continuing inflation 
and the ultimate consequences of VAT, the Hesse 


appears to be on a sound financial basis. : 


Gvaréea divisions 


“There remains the question of oversea organization, 


accounting for nearly two-fifths of the Institute’s member- 
ship. The culmination of the policy review was the con- 


Terence in London in December 1971, between the Council 
‘of the Institute and. representatives of the four great 
oversea divisions, which are ‘of course represented on. the- 


Council. : 

It had long been clear that the EE had’ reached 
such. strength:and maturity that, with their experienced 
councils and capable staff, they could if desired 'go it 
alone! in their respective territories. Nor could it be 
denied that the necessity to conform with standards, and 
practices established in London, as required by the Charter, 
created problems for the divisions. Yet the four divisions 


` were unanimous, both in their representatives in London in 


December i97r.and through their councils on returning 
home, in expressing a desire to retain the unitary structure 
of the Institute and not to seek some change to a federal 
organization. És 

So the stage is set for the 980s. The new: Sheol 
syllabus should be in full operation by 1975, and-meanwhile ` 


` the post-qualification services and activities as well as. the 


representative functions of the Institute will continue to be 


increasingly developed; so that by 1980 the missing chief- 
tain — the trained and qualified administrator — may have 


taken his place with appropriate statutory recognition in 
the government of virtually every ee ee 
in our Society, | E š l 
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"LETTER. FROM. AMERICA. 


` Accou ntants for 
the New Deal 
From Our New York Gerraspondunt 


this letter is being written, preparations are ‘going 


5 
` Asi: for the first meeting of the newly-appointed 


group that will test the feasibility of entrusting the rule- 


making function of the accountancy profession to a highly-. 
paid, full-time (and therefore, presumably independent) ` 


board of seven ‘wise men’. Under the recommendations 
of the Wheat Report (The Accountant, April 13th) the 


+ part-time Accounting Principles Board is to be replaced 


by a full-time Financial Accounting Standards Board, the 
seven members are to be appointed and the funding 
arranged by a newly-created Financial Accounting Founda- 
tion. The nine trustees of the Foundation have now been 
chosen (The Accountant, July 27th) and are likely to set 
rule-making traditions that will stay with the profession 


. for many years to come. 


The President of the American Institute, Mr Walter J. 
Oliphant, is an ex officio trustee, but in all other respects 
the Foundation represents a notable break with tradition. 
Its trustees were selected from names put forward by 
«associations covering all major areas of the accounting and 


. financial analyst professions, and only two of them are 


members of the ‘Big Eight’ American accounting firms. 


Mr John C. Biegler, senior partner of Price Waterhouse 
& Co, New York, was formerly.a member of the APB, and 
participated in the preparation of the Wheat Report. 
Mr Ralph E. Kent, managing partner of Arthur Young & 
Company,. New York, is a Past President of the American 


- Institute, but i is also well- known for his connections with 


~. 


the sometimes trail-blazing New York State Society of 
CPAs of which he has been a director. 


Smaller firms in evidence 


Smaller accounting, firms are equally in “evidence among 
the trustees. Mr Ivan Bull is a managing partner of the 
Davenport, Iowa, firm of McGladrey, Hansen, Dunn & Co. 


Mr Samuel A. Derieux.is a partner in his family’ s firm, ` 


Derieux & Watson, of Richmond, Virginia. 

Industry will be more strongly represented than ever 
before. The vice-chairman and former treasurer and 
controller of General Motors, Detroit, Mr Thomas A. 


Murphy, is named to the Foundation; so, too, is - Mr 


William H. Franklin, chairman of Caterpillar Tractor Co, 
Peoria, who is also a director of Standard Oil Company 
(New Jersey) and of the Federal Reserve Bank of Chicago. 

The teaching profession i is represented by Mr James Don 


- Edwards, a CPA who now holds the title of Distinguished 


Professor of Accounting at thé University of Georgia. 
But the broadening of the scope of the rule-making body is 


_ perhaps brought home most strongly by the appointment of. 


a well-known. investment analyst to the Foundation. 
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Although this group y hasi in the T€ Beni been highly i m 


critical of the accountancy profession, Mr Thomas C. 


.Pryor, a former director of the Financial Analysts Feder- 
ation and now chairman of the investment policy committee’ ` ` 
of the New York stockbrokers firm White, Weld & Co, has .:.* 


agreed to serve with the Foundation. 


In clear parallel with the drive to bring the E 
rule-making function into closer touch with everyday :” 
business decisions is the new effort to make more effective. ` 
use of accountancy skills within the citadels of the financial , 


community. The appointment of an outspoken accountancy 
professor, Mr John C. Burton, to be chief accountant of the 
Securities and Exchange Commission has already been 


noted in The Accountant for May 4th. More recently, the .~.. 
trend has been taken a step further with the appointment ^. 2 


last month of an outspoken and often critical accountant 


from the SEC to be the next chairman of the New York `=; 


Stock Exchange. 


Dissatisfaction with the ‘old boy’ methods of the Stock ! un 
Exchange came to a head in 1970, when about 100 firms of .... - 


stockbrokers failed or had to merge to avoid failure, and 
almost.all the others had their books in severe disorder and 


their finances gravely strained. Apart from a system of ` 


official insurance (SIPCO) to bail out clients of firms that 
failed, the main reform that has arisen from the ashes has 


been the complete reorganization of the self-appointed | 


33-man governing board of the Stock Exchange. This board 


“has been replaced by a smaller group, half of whom represent . . 


companies and investors rather than stock-brokers. 


Vital ingredients 
A vital ingredient in the reform was the abandonment 


of the old indirect-rule system of a paid president serving 
alongside a part-time but highly influential chairman. 


From now on the chairman will be a full-time, paid official. 
appointed by the governing board, the first occupant of this . 


commanding height being Mr James J. Needham, C.P.A. 


A bare three years ago, Mr Needham was a little-known i a 
partner in charge of the New York office of a relatively’... - 
small North Carolina accountancy firm, A. M. Pullen & Co ` 


Since his appointment, in 1969, as the first accountant to 
serve as a commissioner of the SEC — which had hitherto 


been dominated by lawyers — he has become famous for . . ^: 
his home truths addressed to the stockbroking business. -^= -* 
One of his most important achievements was the intro- - `` - 
duction of the rule that stockbrokers should henceforth ` 


report when and why they change their auditors: 
Meanwhile, the American Institute itself is preparing to 
play a more conspicuous part in: public affairs. It has 


appointed Mr Wallace E. Olsen to be the new Executive.“ 
Vice-President (The Accountant, July 27th), and as such, ' 
chief spokesman of the profession in the United States., 

He has been executive partner of the Chicago firm- 


Alexander Grant & Company; and, according to the 


New York Times, he will be receiving a lower salary but ' . 

. enjoying “considerably more prestige’ when he assumes his ` > 

new responsibilities at the beginning of September. pa aa 
The Financial Accounting Standards Board, when set 


up, is expected to appoint a separate spokesman, and may 


be located in some ‘ivory tower’ quite remote from the | 


Kees preoccupations of New York. EE 


duos 


FINANCE AND COMMERCE : 


Magnet Joinery - A Transformation ` 


OMPANY ee on the scale of. that achieved 
by the Magnet Joinery Group. are rare — transformations, 


that is, stemming not from new acquisitions, new control or ` 


new management, but from calculated and determined policy 
developed from within the organization. For years Magnet 
-Joinery was a solidly. successful company making joinery 
— products, selling them traditionally to the building trade and 
^, being well respected for sound products, good workmanship 
"and an.efficient organization geographically. located to give 
national coverage. 

` Bur in the middle 1960s there was à dee It was decided 
to sell directly from company-owned and strategically- -placed 
depots, and that decision proved so well founded that the bulk 
of the company's sales are now made in this way and profits 
have simply taken off. Mr J. T. Duxbury, the chairman, opens 
his review with the 1971-72 accounts by saying. to share- 
. holders ‘It took your company thirty-five years to achieve 
¿annual profits in excess of {1 million. In its thirty-sixth year 
lam delighted to say we have achieved. profits in excess of 
. £§2% million.’ That profit result was achieved on turnover 
. Increased. from {9°37 million to {12°28 million. 
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‘The profit explosion has taken pre-tax profits from £650,149 : 


to {2,603,767 in five years. It-has taken earnings per share 
from 5:2p to 25-2p and dividend from 3:1p to 6-9p a share. 


Assets per ordinary share have risen from 4r SP to 78-5p over 


the same period. 


Portfolio of property ' 


Currently, there are. 73 depots in’ operation and in the first 
four months of the currerit financial year depot sales were as 
much as 73 per cent above the previous. year’s level and the 
boardroom view is that there is substantial sales growth still 
to come. Of the increase in the cost of group fixed assets in the 
accounts, new depots accounted for £450;000, extension of the 
Keighley (Yorkshirey door factory for £242,000 and general 
plant and equipment for £332,000. End-year capital commit- 
ments indicate a continuing high level of spending. 

. Depot development has had the inevitable effect of building 
_up a very valuable portfolio of property which, as Mr Duxbury 
says, ‘will underwrite the strength of. Magnet’ s balance sheet 
as the. years progress’. The board’s intention.is to have the 
group's land and buildings revalued every seven years and on 


that basis the next .revaluation will take place in time for the’ 


published accounts in.1974. At the present rate of increase 


EN 


- In land and property values a seven-year interval may seem on. 


_ the long side. 

While depot sales have risen so strongly, direct sales have been 
well maintained and currently Magnet's factories are producing 
` much increased volume. The chairman states that ‘internal 
accounts show substantially increased profit for the first four 
months of the current year’. Half-year figures are confidently 
expected to confirm that'the growth of the first four months has 
been maintained. dÉ , 


Depot development 


- Naturally; the development of depot See policy has been a 
recurring theme in Mr Duxbury's reports over the past few 
years, but this year, because depot sales have becomé so 
important fo the company's current and future prospects, he 


+ 
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puts: depot activity into perspective with the following statistics. 


Years , Number Ratio to 
ended of . Depot total turnover 
I Get depots . turnover per cent 
1966 10 588,542 9.3 
1967 14 905,272 13.2 
1968 19 1,396,879 18.6 ; . 
1969 36' 2,262,745 28.6 ` 
1970 A 42 . -3,149,874 38.6 
1971 DS 51 4,580,534 - 48.9 
1972 64 7,692, 232 62.6 


Gg the Tm selling policy has had major impact and this, 
Mr Duxbury comments, is “because we are giving a service 
which helps the customer”. The depots offer a full range of the 
company’s products in an ever-growing number of large centres 
of population. The company now learns its customers’ require- 
ments at first hand and this market information is invaluable 
for production planning. 

The gain to Magnet’s factories from this and from the ever- 
increasing volume of standard items sold is that modern 
production flow lines can be laid down and increasing quality 
and economies of each product EE 


Neu layout 


In line with the company’s s new look, ihe layout of the accounts 
has been changed this year — the layout having been ‘drawn 
up in consultation with 'our auditors on the modern lines. now 


. generally adopted’, It would improve matters further if next 


year the various notes that indicate the company's accounting 
policies: were put together under that heading, but basically 
Magnet Joinery’s accounts are a plain, EE affair 
without any complications. 

‘Group Financial Information’ might also be enlarged with 
advantage, some may consider, to- show profits in relation to 
sales and capital employed. But “per share’ earnings are now the 
vogue indicator and there should be no quibbling with Magnet's 
concentration on asset and earnings per share statistics. 

The obvious question to be asked is just how long Magnet 
can continue to. maintain the pace of expansion ‘achieved over | 
the past seven years. What is the optimum number of depots? 
There is no doubt, however, that the depot style of trading, 
whether it be Magnet, Joinery’ s style, specialist ‘cash and carry’ 
or the major out-of-town hypermarket for the general public, 
is.for pure economic reasons òf cost and E growing 
substantially, - 

Those concerned with this style of operation insist that it is 
still in its infancy and scope for expansion. is infinite. Magnet 
Joinery has led its own particular trade towards this style of 


operation and its lead is impressive. 


UK Optical's Two Groups 
ROM Mr G. C: D'Arcy Biss's statement with the report 


‘and accounts of UK Optical & Industrial Holdings: “The 
board has been concerned that expansion over the past decade 


has made it increasingly, difficult for shareholders and potential 


investors to have a clear picture of the group's products and 


operations. Accordingly, SES year's report includes an additional 


E See 10th, 1972 
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section in which the activities of the main operating companies . 
and divisions are described.” 


Putting aside any unworthy thoughts about companies not 
continually making it entirely clear in their reports just what ` 


they do and where they do it, this column acknowledges that 
the picture given in the additional section is indeed clear. The 


company operates in two ‘groups’. The Ophthalmic Group is in 


four divisions: mass manufacturers, specialist manufacturers, 

wholesale and prescription houses. and overseas companies, 

with operations co-ordinated by a‘five-man general executive. 
The W. M. Still Group is known primarily as a supplier of a 


- wide range of kitchen equipment to the hotel and catering trades 


`` but also undertakes general engineering manufacturing work. 


Ophthalmic Group profits at. £1,017,000 were 81-95 per cent of 
the total profit last year, and Still's profits were £224,000, or 
18-05 per cent. Still's sales at £1,997,000 were 17:3 per cent of 
the group total of £11,520,000, to which the Ophthalmic Group 
provided £8,338,000 and the overseas companies £1,185,000. 
Another feature of the UK Optical report is a chart on the 
inside cover showing the growth of {roo invested in the com- 


_pany’s shares compared with the growth recorded in the 


Financial Times Actuaries ‘goo’ Index. Putting {roo into the 
Index in May 1962 would have resulted in {220-5 in April this 
year, whereas {100 in UK Optical shares would have grown to 
4624-2: 


Car Insurance 


UST as international currency upheaval seems" invariably 
to be translated into “Holiday Money Shock’ in newspaper 
headlines, so the insurance industry in popular terms is in- 
variably reduced to ‘Shock for Motorists’ as a lowest common 
denominator. The fact that “Holiday Money Shock’ may in- 
volve the holidaymaker in losing £5 over a holiday on which he 


- 18 fully prepared to spend {500 is apparently of no moment and 


neither, for the purpose of the ‘shock’ exercise, is that £10 on 
a car insurance -premium should not necessarily disturb the 
finances of someone prepared to pay £2,000 for a car and stand 
the expense of running it. 

` But by now, surely, even the most unwilling payer of motor 
insurance premiums -should appreciate that there is no such 


thing as cheap car insurance, and that only a fully profitable 


insurance company is reliable. The company does not neces- 
sarily have to be one of the insurance giants and the accounts of 
Minster Insurance Company for 1971 make the claim that the 
insurance industry ‘has provided the British motorist with a 


- first-class product at a much lower price than in most com- 


parable’ foreign ‘countries’. Minster,. for its part, has made an 
underwriting profit every year since 1947 with the exception of 
1970 and a favourable result 1s expected for 1972. 

Technical reserves, the chairman states, ‘once more repre- 
sent nearly 100 per cent of the gross premium income' and the 


` company keeps “the most meticulous run-off records of the use 


of reserves for unexpired risks and outstanding claims’. 


Departure from Standard 


OWMAN,. GRIMSHAW & CO and James Todd & Co, 
auditors of Sir Lindsay Parkinson. & Co, state in their 


` report to members that they concur with the departure i in the 


. accounts from standard accounting practice: coricerning the 


results of associated companies. Note 6 to the accounts states 


that the consolidated accounts include trading results of over- 


seas contracts carried out by associated companies only to 


_ the extent of the appropriate proportion of dividends declared 


3 


by the companies during or in respect of the year, or to the 
extent of service charges made by the parent company against 


k 


- 


“ACCOUNTANT ` E "Hd Se 


` Years ended February 


w & 


the € concerns and regarded as having become avail- 


, able as revenue of the parent company in respect of the year. 


There are two reasons stated for the adoption of this treat- 
ment. The first is that contracts of the associated companies in ` 


` question are principally long-term contracts carried out as to 


one contract by each associated company. The trading results of 
such companies can only be-known when each contract has been 
substantially completed. The second is that the inclusion in- 
the group accounts of a proportion of reserves of, or profits 
retained in, associated | companies engaged on overseas contracts. 
is not regarded as appropriate in the case of the group. - 

In the directors’ view any other method of including in group , 
accounts the results of associated companies engaged on ` 
overseas contracts would be misléading. | 

The note adds that based on -accounts of the Set 
companies for periods ended within 1971, the share of lossés - 


made in the group accounts as, in the board’s view, the losses 
will be recovered on finalization of the contracts in hand. 


The point to appreciate’ is that associated companies are * 


formed for the purpose of carrying out specific major. contracts 


~ 


` applicable to the investment therein of the group-is assessed at ` 
£36,000 for the year. No specific. -provision for this had been - 


overseas. The names of the companies indicate the associate `- 


concerned and the place or style-of the contract — Parkinson 
Howard (Accra) in which the group PRU is 50 per cent, 
for example. 

Sir Lindsay Parkinson, incidentally, ran into a little fixed 
priced contract trouble last year with pre-tax profits down from : 
£924,884 to £457,392, despite turnover of £34:5 million against | 
£26:2 million. It was necessary to “provide for substantial losses. 
on certain fixed price contracts mainly in the North West’. 








MAGNET JOINERY LIMITED AND SUBSIDIARY 
COMPANIES 


GROUP FINANCIAL INFORMATION 





1972 














1968 1969 1970 1971 
Assets Employed £ £. £ ! £ -£ x 
Fixed assets 2,157,129 2,620,002 2,813,147 3,199,768 3,929,974 
Net current assets 1,626,044 1,876,854 2,358,684 2,383,967 2,873,103: 
£3,783,173 £4,496,856 £5,171,831 £5,583,735 £6,803,077 — 

Sources of Finance I . . i 
Ordinary shares ` ' 735,627 737,542 770,056 770,056 1,540,412 
Share premium 143,614 137,268 323,738 323,278 — 
Reserves + 1,583,470 1,835,753 2,071,810 2,613,831 3,296,360 

Equity funds 2,462,711 2,710,563 3,165,604 — 3,707,165 — 4,836,472 
Preference shares 1,013,034 998,850 758,004 ` 758,004 758,004 
Long-term borrowings 77,073 518,457 942,306 934,363 881,779 
Tax Equalisation Account 50,600 52,200 52,200 184,203 326,822 
Provision for long-term 

depreciation 

(reslocatedi in 1971) 179,755 216,786 253,717 — — 

£3,783,173, £4,496,856 £5,171,831 -£5,583,7 35 £6,803,077 

ee per Ordinary Share 41.8p 45.9p 51.4p 60.2p 78.5p 

(adjusted for scrip issue 12/1/1972) -- : : 
Earnings £ É v2 £ I E £ ` 
Sa E taxation 650,149 972,614" 933,866 1,081,866 2,603,767. 
Taxation charged in accounts 282,930 441,600 408,500 _ 394,000- 1,028,040. 
Net after tax 367,199 531,014 525,366 687,866. 1 575,727 
Extraordinary items — — — — 30, 170: . 

367,199 531,014 525,366 — 687,866 ` 1,605,897 -` | 

Preference dividend - 60,898 60,428 57,068 ^ 53,060 3,060 
Available for Ordinary shares 306,301 470,586 468,298 634,806 1,552,837 
Ordinary dividend paid 183,907 221,262 231,018 250,269 23,530 
Retained £122,394 £249,324 ` £237,280 £384,537 £1,1 29,307 
Earnings per Ordinary Share 5.2p 7.9p 7.6p 10.3p ~ 252p <. 
Dividend per Ordinary Share 3.1p 3Jp 3.7p 41p-  .69p ' 











(Earnings and dividend adjusted for scrip issüe 12/1/1972) 
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STIMATES of 1972. economic SH at the rate SR 

anything from 4 to 7 per cent have been enóugh to convince, 
'a majority of buyers on the stock-market. The national dock 
strike “does not’ seem to have worried. investment. thinking 
unduly and that thinking is. turning more. and more towards 
the view that. the Government has now lost the EE EE 
battle. "- 

The investment view, as a esit, is s that beating inflation in 
terms of capital growth is everything and the economy, as such, 
is.of little consequence. Property. and ' équities arè still the 
investment havens and if they can be Potent with borrowed | 
' money so miuch the better. ` + 5 

If’ government. has given up the anti- D battle 
‘there’ will not be moves calculated to hold industry back. If - 
there e still is a policy,.it is that the economy should be ‘grown’ 
out of its inflationary troubles. How. that is to be achieved at a 

. time when industry resolutely fails to increase its capital spend. 
ing is difficult to see, but growth is the EECH of policy. Ser 
that never did’ equities arly harm.. 

The real question is how long British money will continue , 
to be invested in. British property and British equities as the 
inflationary hedge? Unless government’ policy ‘is. radically 

. changed there will come a time when Investment funds will 

increasingly search for. stability overseas. S A 

+ "That time has not yet arrived but at the, Present. rate of pro- 
SSES it i$ not a long way away. p. 


-— 


*. H * * - 7 < 


T ge EET meeting ` of Brook. Street Püren which , 

coincided with the reprint.of the accounts in ‘Finance and 

| SE ‘last. week,’ Mr Eric Hurst indicated some future 

strengthening of the. board, -Tọ a'sharebolder's suggestion 

‘that a “qualified chartered accountant’ should be appointed 

to the board, Mr Hurst replied ‘no doubt in. the fullness of time 
that is a move wë shall be making’. . 

Mr Hurst would not be: tempted into D a | forecast of 

, current -year profits EE he did not think shareholders 


! 
-* S D - . 
S = 


— H E e 


S i o gy ET . Bank Rate. us Ng 
Mar. 21, 1968 Da .. 7%, | April 15, 10707 ¿e ee 22967 
. Sept.19, 1968, .. -. 7% April r, 1971 . 6% 
' Feb. 27, 1969 e 70. 8% - Sept. 2, 1971 596 . 
Mar. 5,1970 ^" .. 5396  .]June22, 1972. . 6%. 
i | Treasury Bills I | 
June 2 ~ A43943% =, July7 £5°4850% 
. Juneg - e £48487% July 14 £5:4184 % 
June zë  .. . .. £55333% — ]July2i .. .. 157745796 
. June 23  .. .. £56154% July 28 ` -- £5"7644% 
June 30 ., . £56372% ` Aug, A + 457784570 
- n T - Money Rates `- RP cu dh 
Day to day ... 51-6 96: -. Bank Bills 
o days : 5476 96 2 months 243—731 96 
` Fine "Trade Bills ` 3 months ` 74-74% 
` .4 months . `` 8 -9 96 4 months ` 717196 
-4 months .. _... f 8 —9 do 6 months 7i —14% 
6 months .. Gei 84-08% > a I 
` Three Months’ Rates a X A 
GNE. : Local ER ‘deposits | 84 -84 
ee De Local authority bonds ` 64 +. 
š Sterling deposit-certificates . 7% —8$ 
“Se. = Euro-sterling deposits ` 83 ok 
i i 54 —sš : 


Euro-dollar deposits .. 


E | ACCOUNTANT ' 


e aon Too City Notes - 


providing £553,528 for actual or potential losses. on the group's - e 


RATES AND PRICES. oe E = T 


i re Closing prices, Tuesday, EE Sc GE | a Zo it "II 
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E. to E into his reluctance any fear jos the future. Mr 
. Hurst spoke of ‘dramatic’ recovery in ` profits this year but. 
subsequently indicated that recovery would be setting in over 


the second half of the year.. In the first half the initial four 


months were ‘among the worst in our experience’ and the . 
effects’ of the introduction of increased rates: ony: began to 
be felt in the last week or two of the half year, 

Peat Marwick Mitchell, Mr Hurst said; had been called i in to. 


. look at the financial system and had suggested bringing sub- ` 


sidiaries within the main company structure and EE H 


certain aspects óf: the accounting SYSTE: 


1 OMMONWEALTH Development Finance . Company 
shows.a net loss of £170,068 for the year to last March after k 


e 


portfolio. The portfolio reached a record £30°15 million, with the. 
year's total new commitments rising nearly £3 million to £ 5: 67, 
“ million. CDF's chairman, Sir George Bolton, stated in his review ` ` 
with the accounts thát a ‘small number of investments met with’ 


serious difficulties through commercial misfortunes. or through: ` 
"governmental or political action and events. Nearly 40 per cent, 


of the provision. was on account of Lloyd ‘Aviation Holdings . - 
‘forced into. insolvency by a governmental policy of tightening . 
up the operation of the licensing regulations in a manner which: ` 
was openly selective. and ' biased towards certain favoured d: 
airlines’. . l 
Sir George, naturally SE is not GEN about the ^. 
change in corporation tax. When.the Green Paper was published `. 
CDFC put forward recommendations which would have re- 


moved discrimination against profits earned from direct «^ 


investment overseas. In the: recommendations : „emphasis was- - 
placed on the desirability of ‘preserving fiscal incentives for x, 
investment granted by developing countries. CDFC,. however, 
will continue to: make direct investment “with:.. . benefit to 
the countries in which we invest. and a justified expectation of ` 


ees benefit to ‘ourselves’. 


ope 


£ a ` 
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Finance House Base Rate — ` August. Ist, 1972; 73% 


‘Retail: Price. Index (16.1. 62'= 100) 163 :7 (from 162: 6, 16. 6. uc 
A Tax. Reserve Certificates (3. 1.72) Perona 34% U 
I . (Company certificates no. longer on offer). i 
I Foreign Exchanges 
New York . 2:4522' ` Frankfurt 77937 
Montreal `.. $e. vu 24075 ^ Milan 1424-50. - 
Amsterdam ` ^ 758400 . Oslo 159800 ' 
Brussels ` . ., 10737 7. ‘Paris 12:2575 : 
Copenhagen ` , .. 17/0675 ¿Zúrich 9:2562 ` 
I ⁄ É p I d K : 1 "A 
--' '" ^ Gilt-edged . 
Consols 475: 414 , Savings 3% 65-75. ` 884 
"Consols 21% a 263 Treasury 9% 1994: .. `97š `` 
Conversion 32 o% 374  . Treasury 84% 87-90 .. 92i ` 
‘Conversion 54% gé 961$ ‘Treasury 641921976 .. 934 ^. 
Funding 34% 99-04 . .444 ` . Treasury"32/0 77-80 .. 75h ` 
Funding 4% 60-96 * .. 991% Treasury 34% 79-81 .. 73% 
. Funding 54% 78-80 : .. 83 . Treasury 5% 86-89' .. 69k-* 
Funding 54% ud 3 814 “Treasury 53% 08-12 ..  59ixd 
- Funding 52% 87-91° ... 74 . Treasury 2355: e Me ee c 
".Funding 6% 1993 ` +. 74 Victory 4% woe DURS 
Funding.6$% 85-87; .. 834 War Loan sk SE S tes 
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¡On Changing Auditors ^ U sss 


Sm — 'The note.on page 117 of your July 27th is issue, SEM you 


. quote the qualified “report of the auditors on the, accounts of- 


` C. & W. Walker; is followed by a paragraph reporting that at 
. the’ annual ¡meeting ‘on August 8th.a resolution ‘would be 
j by : the new chairman for a change of auditors. 

A layman, at least, could be forgiven for assuming that there 
isa connection between the two events. 


In the USA the Securities and Exchange Ge take ` 


- an interest'in such matters and the company has to give its 


. ; continuous supply of electricity "was needed, to maintain-the . 


" reasons for a change from one firm to another, and the company ` 
is required to submit a letter stating that theré had been no: 


disagreement with the previous auditor over accounting prin- 
ciples or'disclosure of financial matters, and the former auditor 
- has to file a confirming letter. 


It is surely high time we had a mide rule i in this. country. I 
It would be better for our profession if our Institute took-the-: 


Initiative betore, perhaps, the Stock Exchange does so. 


` — Yours.faithfully, 
A. E. WHITCOMB, F.C.A. 


` 


London E C2. 


. Current Law | | 


! 
_ t 


‘Negligence: Remoténéss of Damage. yc 


AMAGES for ‘economic loss”, it'has recently been decided 

by the Court of Appeal, are in general not recoverable. . 
Employees of M Lid, in the course of road works, negligently 
severed a power., cable: supplying | electricity “to S s factory, 
"where metal was being melted in an atc furnace for conversion 
into’ ingots. The factory was working-'round the- clock’, and a 


. "temperature of the molten-metal. As a result of M’s negligence, 
+" the electricity was cut off for 144 hours and S, fearing damage to 


the lining of the furnace if metal was allowed to. solidify in it; . 
used oxygen to ‘tap’ the molten metal from the furnace. This. 
` meant that the material was of much less value. — . š 

S claimed damages under three different. heads: £368 for 


s | physical damage, £400 for loss of profit on the melt which had 


not been properly, completed and £1,767 for loss of profit on 


. ‘four further melts which, in normal circumstances, they would 


have been able to put through the furnace in the: 141 hours 


during which power was cut off. M admitted the first head of 
- damage and did not seriously dispute the'second, but contended : 


that the third item was economic loss for which they were not 
liable. The trial. judge found for 8 on all three heads, and M 
appealed. 


Allowing the appeal bord Deming MR, dd: ds: the third 


head of claim was economic-loss independent of the physical. ` 
damage. Amongst the factors leading him to this conclusion,. 


. heinstanced that failure of the e of electricity was a hazard. 
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The “Body: ‘shunting’ Trade 


Str, - I was interested i in your. Finance-and Commerce article 
"(August 3rd issue) on Brook Street, Bureau’s annual accounts 
which, despite the chairman’s admission that ‘the financial 
controls of the company had bécome deficient’, ‘still showed a 


. group net profit for 1971 of £142,730. 


J. wrote an.editorial for Book- keepers Journal (Winter 1968) 


Sé criticizing- the whole principle of ‘body-shunting’, and sub- 


sequent. events have, if anything, exacerbated the situation. 
"created by this particular .business activity: As.I pointed’ out; 
the popular suggestion that without the existence -of bureaux, 
vacancies would not be filled is pure fallacy. In fact, the. job 
market would then find its own level .by the natural play of: 
' supply and’ demand. Instead, an artificial ‘demand ‘is created 
(deliberately or otherwise) by the unsettling effect which the 
agencies’ glamourized advertising undoubtedly has on im- 
pressionable youngsters." ; 
Tt is ño so many. years ago that the agency placement feé for 
Permanent staff. was one week’s salary; not satisfied with the 
 proportionate “increase which would ‘accrue’ with normal 
salary inflation, agencies have over the years insidiously hoisted 
their fees so that they are now based on between \s_ and ro per 
' cent. of the initial annual salary of the person engaged. If the 
Government does get round to a prices and incomes policy, 
this 1s certainly one of the areas in which statutory controls 
should. bé introduced... M 


Yours faithfully, ` ES T. 


EE Dads D. W. BRADLEY. 


i - which faced: all of the community: and that,.if claims were to 


be allowed for economic loss from this. hazard, there would be. 
no end'to such claims. “ 

-He rejected the concept of ' Ge damages’ which, it had 
been argued, were perhaps not recoverable in isolation but 
which might be recovered: by’ ‘attaching’ themselves to some 
other legitirnate claim. The term ‘parasitic’ was one of ¢ oppro- 
. briúm, conveying the idea of damages which ought not ih justice 
` to be. awarded, but which had somehow managed to get through 
by hanging on to others. Though the term was to be found in 
the textbooks, it had never appeared in a case up till now, and 
he did not believe that it should be.followed ;.it would be better 
if it were to disappear from the textbooks after the present case. 

Spartan Steel & Alloys Lid v. Martin z Co E 
Lu (The Times, adt 23rd). | 


Sale of Gouds Contract Quantity . '. 

HE parties: agreed respectively to sell and to buy approxi- 

mately 275 tons of barley, to be grown on the seller's farm. 
Without fault-on the seller's part, the crop actually harvested 
amounted to 140 tons only, and this he sold to a third party. 
The original. prospective - buyers, whilst - ‘conceding that the 
seller was-under no obligation in respect of the shortage, argued 
‘that he should ‘have delivered the quantity actually harvested. 
On thé authority of Howell- v.: Coupland ((1876) 1 QBD 258), 
MacKenna, J, held that a contract for, the sale of a future crop 
must be subject to the implied condition that.the parties were 
to-be excused if, before breach, -performance became impossible 


-, owing to failure of the -crop without the seller' s default. This 


+ rule, however, was not preserved in regard to.existing goods.by 
` sections 6 and. 7 of the Sale of Goods Act 1893; and the present 
contract was not avoided: „by virtue of-the fact that the seller's 


“crop amounted-to only 140'as against 275 tons. The buyers 


"were therefore entitled: to. damages for ‘the’ seller's failure to 
deliver the 140 tons. S AGY T v. Street Pu 16, Sol. den 


— 













PUTER Site on microfilm (COM), or micromation 

s called by DatagraphiX Ltd, producers of the new 

| order, has been installed by various organizations who 

- have a problem in large volumes of computer print-out being 

"produced by their EDP department. It would therefore be as 

well to ponder on how micromation increases the effectiveness 
and capability of an electronic data processing system. 

When a computer system is first installed, a lot of thought 
usually goes into the initial application, but perhaps not quite 
so much thought is given to subsequent phases. Whether the 
system is punched-card-orientated, or whether other methods 
of input are used, the central processor digests the input and 
eventually the line printers pound away at the print-outs. 

. A lot of data has, in many cases, served to produce a fund of 
information on sales analysis, stock forecasts, credit control and 
profitability. Unfortunately, however, there is often a bottleneck 
in. most computer systems, and a considerable amount of 
information is left in a somewhat indigestible state within the 

system's intestines — quite often because impact line printers 
just aren't up to the speed of computer output. 'The way is then 
paved for micromation to step in and make information more 
manageable, by taking it from the computer on magnetic tape. 





Fast turn-round service 


DatagraphiX introduced their 4200 recorder with the inten- 


tion of meeting the needs of computer users who have a rela- 
tively low volume of throughput but require a fast turn- 
round service. Currently available for IBM users of 360/25 
machines and upwards, further interfaces may be planned, but 
its simplest mode of operation is in its use as a direct 
replacement for an IBM 1403 or 1443 line printer. 

The 4200 operates on either a selector or multiplexor channel 
and DatagraphiX equipment generally can handle the majority 
of half-inch magnetic tape formats which have been generated 
by any manufacturer's computer. 

Cost-wise, two small print-out applications a month are 
claimed by the manufacturers as sufficient justification for 





The Datagraphix 4200 Recorder. 


requiring a 4200, as even. with this small work commit 


entire system costs £24,500; a full micromation system prov 


N icromation 


E statistics or other management information. Similarly, company. 
| files maintained on the CALL /360 service can also be made 
available to PROMISE. | 


; allows. planners to specify up to 3o periods — such as months, - 
-quarters or years ~ over which the forecast should range. C hoice. 






would be self-supporting and encourage appropriate savi 
postage and paper. ‘The basic recorder which is the pivot o 









ing a throughput of 15,000 lines per minute would cost und 
£30,000, or about. one-tenth of the cost of the computer li 
printers and controllers handling a similar throughput. 

The final result would be microfilm formated by 132 cha 
acters per line, with 64 lines per page, on a 16 mm roll of fil 
in a variety of formats, or on a formated microfiche of 234 pages 
















































Variety of applications 


As with most conventional or peripheral devices, software is 
essential to drive the DatagraphiX 4200, and it 1s the company's. 
policy to continually add to, and improve, software which it. 
provides free of charge. As an example of applications that can ` 
be effected when on-line to an IBM 360, the 4200 can be used. 
as an impact printer replacement allowing existing programs to ` 
be used without change, or as a peripheral in its own right when ` 
the programmer can initiate those features of 4200 which are not. 
associated with a line-printer — for instance, fiche advance. 
To take advantage of the machine's ability to create fiche, 
it should be borne in mind that a microfiche system is at its. 
most efficient when the fiche has eye-legible titles and perhaps ` 
an index which summarizes the contents of each page. 3 
Whether or not an IBM central processor is being used, soft- 
ware for on-line and off-line operations is available. There is a 
program which can convert a print image file into various 
DatagraphiX 4200 formats, under the control of run-time 
parameter cards. These cards are so designed as to allow the 
eye-legible titles and information required to build up the index - 
pages that may be taken from any of the data pages making up. 
the print-out. x 
Apart from the 4200 recorder itself, other component units of 
the complete micromation system are a non-glare acrylic screen. 
viewer, an automatic microfiche cutter, and a Datagraphiie: 
model 71 card-to-card duplicator. e 


Promise for Better Corporate Planning 


FINANCIAL planners faced with the perennial problem of taking 
decisions that will affect their company's business prospects for: 
several years to come can now test their ideas using a new. 
financial and corporate modelling aid available from IBM: 
United Kingdom's Data Centre Services. The aid, a program. 
package designed for use with the CALL/360 time-sharing : 
service, enables planners to build a financial model that matches | 
the individual characteristics of their companies. Called. 
PROMISE, it provides a means of specifying the various aspects ` 
of a company’s operations — for example, sales, revenue, costs, E 
tax and profit — and their inter-relationships. : 

To simplify model development, PROMISE allows plasiners : 
to create small ‘departmental’ or ‘divisional’ models and then 
when they are satisfied with their operation, to integrate them 
into an over-all company plan. In addition, planners use simple. 
English statements rather than complex mathematical formulae 
to 'call up' individual functions and to link them together. | 

As well as allowing planners to receive ‘on-the-spot’ re. 
sponses to questions such as ‘What if I increase prices 4 per cent? 
the package can be used to feed responses for further processing 
into other CALL/360 programs, for example, to generate. 


When employed to forecast company performance, PROMISE 


is also provided in the forecasting technique used; the planner: 
can select the technique himself or allow PROMISE to recom- ` 











mend the best Gegend fit for the historical du provided. 
1f not fully satisfied with the results of the first attempt, the 
planner can re-run the forecast automatically with selected 
criteria changed. 

` Alternatively, when planners know the result that they wish 
to achieve — for example, ‘a pre-tax profit of 15 per cent of 
revenue by the end of next year' — they can use PROMISE to 
adjust their company model automatically until the appropriate 
objective is met. 

` Whichever method is adopted by the planner, he has his 
answers, in the form of easily readable reports and graphs, 
printed on his terminal immediately. This enables him to 
examine a number of different aspects of the same problem - 
all in the same 'conversation' with the computer to which his 
typewriter terminal is linked. 
. IBM United Kingdom, 
Wi1H oAB. 


COSBA Secretary General 


HE Computer Services and Bureaux Association (COSBA) 
has now appointed its first Secretary General and is pro- 
posing to move shortly to new premises at 109 Kingsway, 
= London WC2 — the same address 
as the Business Equipment Trade 
Association. 

As COSBA’s primary aims are 
to promote the use of bureaux 
and service companies as a normal 
approach to data processing and 
to provide information services to 
its members, it is not surprising 
that the new appointment has 
gone to Mr R. O. S. Hannaford, 
LL.B., M.B.C.$.; M.LP.R., who 
started his data processing career 
in systems work with IBM and subsequently joined their 
‘Information Department. Since leaving IBM in 1966, Mr 
Hannaford has been editor of Dataweek and later established 
“a specialist public relations consultancy devoted to serving 
clients in the data processing and related industries. 

Another change of interest in the software world is the 
resignation of Mr Eric Hawthorne, F.C.A., from the chairman- 
ship of COSBA. This is due to his departure from Randax-EDP 
in order to devote his energies to other fields. 
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Computer techniques ‘workshops’ being introduced by The British 
Computer Society and Infotech Education Ltd are expected to achieve 
a £100,000 annual turnover within a few years, in the view of Mr ` 
Maurice Ashill, F.C.A., Secretary-General of The British Computer... 
Society, right, and Mr Clive Wilkins, managing director of Infotech ` ` 
Education, who are pictured signing the contract for the new scheme. ` 

The workshops are aimed at companies now familiar with com-. 
puting as a normal business technique, but whose employees need 
detailed practical training in specific techniques to complement 
previous basic tuition. The workshops will provide concentrated 
practical experience for qualified computer staff and start this winter 
at Maidenhead. They will last five days, make use of terminals and ` 
have tutorial staff drawn from independent specialists, whose day-to- 
day work is concerned with practical data processing problems. . : 

Further information will be available shortly from Infotech Educa- .- 
tion Ltd, Nicholson House, Maidenhead, Berks. 


Algerian Students visit EMI ` 


STUDENTS from Algeria’s National College 
of Administration, specializing in econom- 
ics and finance, recently visited EMI's, 
Hayes, Middlesex, factory complex. After — 
touring a number of electronics divisions, .- 
the party was given briefings on the ` 
modern methods used by the company E 
for accounting and finance. | 

They are pictured here at the ICL 
System 4 computer installation which is- 
used for preparing payrolls, store records 
and accounts for the entire EMI group 
in the UK. 

The students, who are all post- 
graduates, will enter the Algerian Civil 
Service on leaving college. They are 
currently visiting the UK as guests of 
the Foreign and Commonwealth Office. 
After visiting main British ministries and 
departments to study the workings of 
administration they are now touring 
major industries. 






The Institute of ( 


Council Notes - 


E At a meeting of the Council of The 


Institute of Chartered Accountants in | 
England and Wales on August 2nd. 
under the Chairmanship of the President, - 


Mr D. 8. Morpeth, T.D., B.COM., F.C.A., 


the following were among the. matters 


corisidered. 


Appointments to Council 
Mr G. H Kingsmill, M.M., 
Swindon, and Mr A. Green, ECA 
Liverpool, were appointed to the C ouncil 
to fill the vacancies caused by the 
retirement of Mr C. Croxton-Smith and 
the resignation of Mr J. F. Allan. 

Mr Kingsmill is sr and is a partner in 
Monahan & Co, Swindon. He 


three Summer Courses. 

Mr Green, 45, is a partner in Thornton 
Baker & Co, Liverpool, and was President 
of the Liverpool District Society 1971-72. 


Final Report of the Special 
Committee on Development 
Policy 


A statement by the Council on the Final 
Report. of the Special Committee on 


Development. Policy is reproduced on 
other pages in this issue. ` : 


Housing Finance Bill << 
Audit of Housing Accounts 


i The provisions of the Housing Finance 


Bill restricting local authorities to district 
audit of Housing Revenue Accounts will 
apply until April: 
new local authority structure is due to 
come into force, This assurance was 
given by the. Department. of the En- 
vironment following representations made 










«by the Institute. The President objected. 


that the proposals in the Bill would 
cause the professional auditors of many 
county and non-county boroughs to be 


-displaced from auditing housing revenue . . 
accounts, which they had been empowered ` 


to audit for 40 years. An amendment 
proposed in the House of Lords by 
Lord Diamond to delete the compulsory 
district audit clause was defeated by 
50 votes to 39 at the third reading of the 
bill on July E 1972. 





` Accountants and Audi 


REAS 


was 
Chairman of the: Bristol- Aren Society ` 
1968-69, and has been a group leader ato. 


1st, 1974, when the 
SC - Accountancy, 











Professional liability 


A statement on 











TS ds reproduced 





on other pages in. this. 


Final examination results, 
May 1972 


The practice of referral was: used. for à 
the first time in the May 1972 Final- 
examination. Two hundred and fifty- 


Part I Part Ii 


1,542 
1,712 


Pass — p 2e 


Fail SE MN S. 


appeared in a Supplement to The 
Accountant of July 20th. 


Intermediate examination 
results — individual placings 


A series of classes is to be substituted for 


individual placings in the intermediate 
examination. 'l'he different grades to be 


introduced will be as follows: Class I — 
candidates in the Honours List; Class II 


~~ above average; Class III - average; 


Class IV — below average. 


Meeting with tutors 


The chairman and members of the 
Examination Committee met representa- 
tives of the Association of Lecturers in 
the Association of In- 
dependent Tutors in Accountancy and 
the Association of British Correspondence 
Colleges on July sth, 1972. This was 
the first of a ST series of meetings 


arranged to ensure continuing close 


contact between the Institute and the 
teaching establishments. 


Admissions to membership 
Fifty-three new members were admitted. 


Exclusions expunged 
Mr Prabhat Kumar Mallik, A.C.A., of 26 
Strand Road, Calcutta 1, India, and Mr 





Points c of T Interest 





| ` Kenneth “Alfred: sari, EC uc of ` | 
i 1075 
chided from. membership. on Novemb: 
Ath, 1971,. for non-payment. of. sul 
“scriptions: 
notified of the death of Mr Mallik in 
June 1971 and Mr Oman in September 
1970. The Council has agreed. that the 
-< exclusións from membership of Mr 
. Mallik and Mr Oman should be expunged 

k Rom Institute. records, 


E | Liability of of 


ssue and is the ` 
subject of a leading article. It will be ` 
issued with the next general. distribution 

. of material for inclusion: in | Section. Y : 
: of the Members Handbook. | 


| Members. present | 


"The following members of the Council 


nine candidates were referred in Part. attended the meeting: 


and 292 in n Part I 

: E chair; Mr E. K. Wright, Deputy. President; 
Mr K. J. Sharp, T 
OE. Allan, J. A. Allen, Ix EA Appleby, 
Go RS ‘Appleyard, | HD. Barton, D As 


1,408 - 
u 1,758. 
The full list of successful candidates 


Supplemental Royal Charter 





















Bulawayo, “Rhodesia, were 


The Institute has now. been 





Mr D. S. Morpeth, tp. , President, i iri the 


, Vice-President: Messrs 


Boothman, L. H. Clark, D. A. Clarke, EI C 
Corme, R: W. Cox, C, Croxton-Smith, DH 
Dobson; S. M. Duncan, LW. Eastwood | - 
Professor H. C. Edéy, Messrs S, Edgeumbe, — 
L. Forbes, E. J. Frary, J. P. Grenside, R. Ei 
Griffiths, W. Hare, J. S. Heaton, A. W. John, ` 
C.B.E., G. B. Judd, R. O. A. Keel, S. Kitchen, 7 
Sir Ronald Leach, c.n.E., Messrs: M. Gic 
Lickiss, B. A. Maynard, W. R. MeBrien, —— 
W. G. Mediam, S. A. Middleton, We "ud 
Bertram Nelson, c.B.g., E. J. Newman, D. G: PM 
Richards, D. W. Robertson, ]. D. Russell, n 
E. C. Sayers, R. G. Slack, H. 1. Smith, C. C. 5 
Taylor, R. H. "Taylor, A. G. Thomas, R. Pio 
Tovey, D. C. Urry, A. H. Walton, D. Now 
Walton, J. Whitehead, R. G. W ilkes, O.B.B if 
T.D., S. P. Wilkins, J.C. "Montgomery W illiams, 
R. G. Wilson. 


















Re-admissions to membership. 
under clause 23 of the 


The following re-admissions to membe 
ship have become effective: | 


Jeremy David Franks, F.c.4., Mjolnare- 
gatan, 3 S-41104, Góteborg, Sweden. 

Ghulam Hussain Malik, a.c.a., c/o 
Messrs Freeman & Co, 2-4 St Peters 
Street, St Albans, Herts. 

John Bertram Roff, F.C.A Bette 
House, Peel Road, Douglas, Isle of 
Man. 

William Peter Johnston Scales, A. CA. 
‘Shillings, 5 Bristow’s Close, Southrop v 
near Lechlade, Glos. | 2 

Charles Michael Watson-Smyth, F.C.A., E 
Carriteth Cottage, Bellingham, Hex- ` 
ham, Northumberland. 











I — Industry and Commerce 


by CHRISTOPHER PEYTON, F.C.A. 


Financial Director, The Rover Company | 


In this article — the first in a series on career opportunities — the author 
outlines, in general, the prospects for young accountants intending to enter 
industry and commerce. Subsequent articles will deal with specific areas 
offering worth-while careers for newly qualified accountants. 


Te variety of experience gained by 
Ë the student accountant during his 
period of articles should give him a 
broad concept of a wide range of com- 
mercial enterprises and in particular 
the contribution that the financial func- 
tion can make towards their success. 

Tt has been said that more businesses 
fail through lack of proper financial 
backing than mediocre management and 
there is a large measure of truth in this 
for without proper financing no business 
can hope to succeed. This situation was 
proved in the 1930s, where, although 
there was ample management acumen, 
when trade began to fall those businesses 
which. had not made proper use of their 
finances during the prosperous years 
simply failed. 


Influence on business 


However, it was in these circumstances 
that industry and commerce began to 
appreciate the contribution that the 
countant could make towards business 
rosperity and it was at this time that 
N inesses were calling for help from 








their accountants whom they had pre- 
viously regarded only in terms of con- 
ducting the annual audit. 

The requirements of government de- 
partments during the last war in the 
settlement of contract prices gave a 
further stimulus to management in 
recognizing the help that accountants 
could give not only in commercial 
negotiations, but also in conducting the 
business more efħciently. 

When government contracting came 
to an end, accountants were retained to 
assist management in the financing for 
resettlement to peacetime work by budget- 
ary control and thereby the control of 
costs and assisting in the general com- 
mercial negotiations. 

This is not to say that it was the 


difficulties of the 1930s and the war 


years that stimulated accountants into 
realizing how they could help industry 
and commerce, for some pioneers had 
been doing consultancy work before this 


and practising what is now known as 
management accounting several years ` 


before the difficult trading years following 
the end of the First World War. 


In recent years, with business becoming 
more sophisticated, there has been a 
growing need for accountants, but while 
the accountant has the ideal background 


_ for a career in industry or commerce he 


needs, in addition, to equip himself with 
a thorough knowledge of the techniques 
used in industry today, particularly in 
the field of profit planning and financial 
analysis. 

. Analysis of performance against budgets 


|a ds probably one of the most important aids 





Sizing up the prospects | 
Before starting out on a career in industry 


Bum sE Cases t : to ` which à young 






Mr Peyton has been associated with the | 
motor industry since 1936 when he became 
chief accountant of Fodens. Appointed 
financial controller in 1956, he.remained with 
the company until 1960 when he took up 
the appointment of executive director: 
(finance) of Rovers. He became company ` 
secretary in 1961, and in 1967 was appointed. ` 
financial director. Mr Peyton was President `` 
of the. Liverpool Society of Chartered ` 
Accountants in 1959-60, and is immediate 
Past-President of the Birmingham Chartered — 
Accountant Students’ Society. ^. 


































to management today as is the control of 
the cash flow which I believe to be ` 
even more important than conventional . 
accounting, although the speedy SES 
tion of financial results has obviously an. 
important part to play. 


or commerce a decision has to be made 
as to the type and particularly: the 
of business which most appeals. 
viously it takes a longer t 
through the management. 
large business than would be 
a smaller one, but the e 
rewards offered by Lee 





I am sure "Hit my y f ends i in Y the: pra 
tising side of the profession will no 
be offended when I say that, general 
speaking, the ‘pressures on the accounta 
in industry, particularly in. the larg 
undertakings, | are. greater than in th 





















accountant coming to industry would ‘be 
accustomed and he must be prepared to 
adapt himself to this situation if he is to 
succeed. He must be prepared to accept 
more of the cut and thrust of business 
than he had experienced before entering 
- it, but this in itself can be a challenge if 
the accountant has the make-up which 
welcomes this type of life. 
— There are without doubt tremendous 
"opportunities for accountants moving 
into industry today, particularly if they 
have a commercial flair to support their 
financial minds, and they can rise to the 
top of the management team if they are 
prepared to become part of the business 
not only in a financial sense but also in 
the general management sphere. 

I believe that if an accountant also 
decies to become a technician (for 


example a qualified engineer) the com- 


bination of his knowledge of finance 
allied to technical expertise must point 
the way to great success in industry. 

The growth in the use of computers 








accountants and industry offers big 


opportunities for men who are qualified. 
in their application. Although there has 


been a great advance in computers and 


their applications in recent years, I 


believe that we are only now at the 
threshold of a completely new concept 


in their development and use. This is a 


field which increasingly will give oppor- 
tunities for accountants who are prepared 
to specialize in what is becoming a most 
important part of industrial activity. 


Opportunities in other spheres 


So far I have mentioned only industry, 
but there are in addition many other 
areas where there are tremendous op- 
portunities for accountants to build 
successful careers. In the world of 
banking and finance, for example, so 
essential to the development and. ex- 


pansion of business, accountants have 


an opportunity to make highly successful 
careers and many have risen to eminent 


Birmingham's New President... 


Wit the election as President of the 
Birmingham CASS of Mr Gordon 
Major, T.D., B.COM., F.C.A., the Society 
is guaranteed of yet further growth and 
sensible planning for which it has become 
renowned over the last few years. 

Mr Major has a fund of experience 
which will benefit the Birmingham CASS 
enormously. He was President of the 








senior Society in 1963- 64 and since last 


year has served as Vice-President of the 
students’ Society. 

Educated at the Leys School, Cunt 
bridge, and Birmingham University, he 
was subsequently articled to his present 
. firm, being admitted to membership of 
the Institute in 1939. It was that 
year that he was commissioned to the 
then RASC(TA) and during the war 
he held a number ot staff appointments 


rising to the rank of major. Demobilized 


in 1946, he re-joined his present firm 
and continued with his interest in local 
Society affairs. He attended several of the 
Institute's Oxford Summer Courses. — 
including the first of these in 1947. 
as well as one Cambridge Course, and 


has served as a group leader on three 
occasions. Since. May ro67, he has been 
a co-opted member of the Institute's . 
Public Relations Committee. ` 


Mr Major is also a Vice-President of 
the Birmingham Association of Youth 
Clubs and a member of the Council of 
Edgbaston. High School for Girls. 


Although he no longer plays much lawn 


tennis and: squash, he has just. taken up ` 
golf which he is ‘not finding easy’. His 
other recreations are ski-ing and moun- ——— 
tain. walking and within the last 12. CE € uS 
Sof the Canty selection committee, as 
well as. being a member of the man 


months SS has even. found himself ‘tied 
to a rope’! 


23 and Secretary. 


David Hare. last year's hard Word: wid 


highly PR-minded secretary, remains on 


the committee but is now succeeded. 
by 22-year-old Michael Fallows | ds 


secretary. 


Educated at Bishop Vesey Chad 
School, 


lege of Commerce, Michael Fallows 
commenced four-year articles in 1969 
with the Birmingham office of Peat 
Marwick Mitchell. 

He passed the Institute’s Final Part I 






























has opened a new field of activity for. 


| this country has many companies whic 
specialize in aiding the manufacture 


they offer excellent opportunities t 
rewarding and interesting work. 


article will at least. give some idea of the 
opportunities open to young accountants, 
although I fully realize that I have re- 


opportunities for accountants today, pro- 


Priory Club. 


'B.COM., A.C.A., à partner in Peat Marwick ` 
Mitchell, remains for a second year aš ` 
P Chairman of the. Society. Other officers ; 
elected for 1972-73 are: 
l Vice-President: K. J. d'A. Mason, M.A., F.C.A. 
Sutton Coldfield, and after a Treasurer: B. J. L. Cole. 


nine-month course at Birmingham Col- | 
Auditor: D. G, Gill, F.c.a. 


positions: i in the. TATE world: 
started life as accountants. 
Dependent as it is upon its exp: 


to export his goods; finance plays a big 
part in these companies” operations and 


accountants to Join them in this most 


I hope that this general introductory 


ferred to but a small number of the 
openings in industry and commerce f 
the young accountant seeking his futur 
career. —— 

A glance at the “situations vacant’ 
columns of the professional and national 
press indicates the wide variety of 





vided they are adaptable, ready to learn 
new techniques and have an adventurous 
spirit. pu: 


exam in May (“at a second attempt") and 
hopefully sits for Part II in November - 
next year. a 

A particularly keen squash and tennis | 
player, he is. captain of the Warwickshire. 
"County second tennis team and a member ` 


agement committee of the. Edgbaston 


It is pleasing t to note that David Leake, 


Assistant Secretary: R. G. Lindsay. 
Librarian: Miss J. M. Marron. 


Committee: K. M. Best; J. R. Boswell, F.C.A.; 
D. I. J. Fleming; David C. R. Hare; J. R. 
Kirton, a.c.a.; G. R. Mears; Mrs L. `M. C. 
Mukherjee; Miss Janice M. T aylor; J. P. 
Whinyates, and Miss J. M. Wood. 






















in «July Round. 
it un pris "ACASS has now 
ed yet another member to its 
cutive — Christopher Allen, assistant 
etary of the Liverpool CASA. 

ducated at Birkenhead School, Chris 









“Itisa TER upon his abilities and 
erest in student affairs that his rise to 





arch last year, when he was chairman 
f its library sub- committee, he was 
k cted to his present position in March 
this year. Together with Bob Carter, 
he served as the Association's delegate at 
this year's Nottingham ACASS Council. 
Chris Allen’s interests are diverse — 
he sails dinghies and cruiser/racers from 
 Abersoch, North Wales, and plays rugby 
and golf. ` 














LEARNING ABOUT COMPUTERS 
s IN MANCHESTER 


WrrH the ever-growing influence com- 
¿puters are having on accounting methods 
and now that the Institute's examination 
questions require at least a rudimentary 
understanding of computers, Foulks 
Lynch, in conjunction with Clark 
Johnston Whitehead, computer and man- 
agement consultants, are holding a four- 
day course on computers for members of 
the Manchester CARR from September 
26th. 

An extension of previous successful 
Courses held earlier this year at other 
centres, the course presumes no prior 
knowledge of the subject and is open to 
members of the Society at all stages of 
their studies. It will be devoted to the 
elements of contemporary computer hard- 
Ware, systems design and implementation, 
trols and security, as well as an 
roduction to programming. Special 
ires of the course will be the full 
rage of audit considerations and a 
) a computer installation. 
























S view to requests for study leave 
these courses, appreciating the prac- 
value. which they have provided 

ei  articled. clerks ~ particularly 
ity. of clients are now using 


ac "dou r-day . Course is 


ominence.has been a fairly rapid one. 
ppointed to Liverpool’s committee in 


' principals have taken a sym- f 


will be accepted ` ` 
e being strictly ` 
um attention, 
lealt with in 








-order of receipt. These should be sent 


to the course director, Mr E. H. Woolf, 


ACA, Foulks Lynch (Classes), 4 Chiswell 
Street, London ECrY AUR. ` 


London School of Accountancy, 
first of these being for the Institute’ E 
November Final Part 1 and. H" examina- 
tions. 


A reception was held —€— to 


enable students in the ` area to meet 
tutors, lecturers and directors of the 
school. and to see some of the facilities 


provided. Over 100 students joined the 


lecturers for a beer and discussed their 
exam problems. 

The new course will be highly in- 
tensive and will comprise lectures during 
which the tutors cover points of principle 
and illustrate them with examination- 


style examples. There will be regular ` 


tests set under examination: conditions. 


AA comprehensive. course manual on. 


each subject of the syllabus will be issued 
to students attending the course. This 
will provide detailed notes on the entire 
syllabus, together with a wide range of 
examination examples and answer guides. 

The first course, of eight weeks’ 
duration, starts on September 25th: the 
fee for Part I students is £95, and for 
Part II students, £110. Further details 
are available from the Course Secretary, 
LSA, Prima House, Hosier Lane, London 
ECr. 


SOUTHAMPTON AND 
PORTSMOUTH MEET AGAIN 


CONTINUING its policy of closer relations 
with Portsmouth CASS in education, 
sport fixtures and social events, the 
Southampton CASS has arranged a 
skittles evening on Friday, September 
ist, at the Kings Head, The Square, 
Wickham, near Southampton. 

Members from both societies are 
guaranteed an enjoyable evening's social 
get-together. Tickets, price asp  in- 
clusive of buffet, are available from com- 
mittee members of each society. 


BIRMINGHAM’S BADMINTON 
TOURNAMENT ` 
AFTER two previous cancellations Bir- 
mingham CASS finally held its first ever 
badminton tournament on July 3oth. The 
enthusiasm for the sport was reflected 
in the high standard of play which was 


enjoyed by both players and EE | 


alike. 

Birmingham CASS was unaware of 
this underlying talent and consequently 
is hoping to bring back yet more cups 


_ from the ES Fiesta in September 


this year. With such n m 


Soon emerged as the triumphant. 


Stephens and Cocker, although put 


 BYSTANDER'/S COLUMN 
contributed 


asong? 


Chan and Khee Ho, Sil: 
forgetting Mary Mukh 









county player, the finals S ie 
| A had to be very exciting. 
DAY COURSES IN MANCHESTER ` 


| ` Mt 3 ideni of the Wimbledon cent 
Day courses for students in the Man- ` | 


chester area are to be organized by the. 
the: 


The ladies’ singles held all: th 






without the strawberries and cre 














after three very long, hard games, wh 
she beat Mrs Mukherjee 4/1 t, 12/9 
II ft. The next match on court was t 

men's finals which was fought ou 
between Marvin Chan and Kkee ` 
and Kenneth Stephens and John C ock 



















up a very good fight, finally los 
battle with a score of 15/6, I5 f I0. Le 















Continentals - 


HE Continental Europeans have di n 
ways seemed a race apart from us. 
Perhaps it is because they do not speak ` 
English or because of the little stretch of ` 
water that serves to make us islanders. m 
At any rate, the accountancy pros ` 
fession has certainly developed. along  . 
different lines on the Continent. There ` 
the various bodies have evolved as “elitist 
organizations with. rarefied educational |. 
progammes, rigorous training over many m 
years and arduous examinations. - B 
In consequence of this policy de 
bodies of accountants in Continental ` 
Europe are far smaller numerically than 
those in the United Kingdom. Also as a. 
result, there are few large firms and many 
sole practitioners. In Holland, there i 
one firm that employs 1,200 people, and 
everyone else works in small practices. A. 
further unfortunate effect of this polic 
is that there are few firms able to carr 
out large projects. When the St Gobai 
glassworks in France were reorganize 
two Anglo-American firms were co 
sulted as no French accounting Dr 
sufficiently sizeable to take it on. 
But perhaps there is one good effect 
this ‘elitist’ approach. And that is that 
student accountants and the qualified. 
accountants seem to get along together. 
At a recent dinner given by the French. 
student accountants ('Roundabout', July 
2oth) the qualified men also attended, 
and it seems that as the evening drew on 
the students began calling for speeches, 
songs, even jokes from the senior men. 
Perhaps - their. demands can best be . 
translated à as: "C ome on, Ronnie, sing us. 
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PROFESSIONAL NOTICES 


Lewis, Boom & Co, Chartered Ac- 
countants, of 13 Harley Street, London 
Wi, announce that Messrs Davip 
LEWIS, F.c.A., and JEFFREY SEYMOUR, 
F.C.A., retired from the partnership on 
July 31st, 1972. Messrs GORDON L. 
BLOOM, F.c.A., and ERIC MALKINSON, 
FCA, will continue to practise at the 
same address under the style of Lewis, 
Bloom & Co. Mr JEFFREY SEYMOUR, 
F,C.A., will practise under the style of 
Lewis, SEYMOUR € Co from 20 Peter- 
borough Road, Harrow. Mr Davin 
Lewis will be available to both “practices 
for consultation. 

— MORISON STONEHAM & Co, Chartered 
Accountants, of London, and GORDON 
Woop, Scotr & PARTNERS, Chartered 
Accountants, of Bristol, announce that 
in order to develop their mutual interests 
thev have formed a joint partnership. 
The firm will practise under the name 
Morison STONEHAM & Co at St Stephen's 

House, Colston Avenue, Bristol; and the 
first partners will be. Messrs W. McD. 
Morison, FCA, Ge A, Woob, F.C.A., 
W, M. Scorr, pa, ECA., and F. W. 


Davis, F.C.A. The practices of the parent 


firms will continue as before. 

~POLLINS, FLAVELL, PowELL, Chartered 
Accountants, of Brighton and Worthing 
(Sussex), (incorporating GEORGE F. 


Haypon & Co) announce the admission. 


to the partnership with effect from July 
ist, 1972, of MR Anruony G. J. KEAT, 
F.C.A., ATLI. The firm will continue to 
practise under the same style at 50-31 


Norfolk Square, Western Road, Brighton 


BN: 2QN and 
Worthing, Sussex. 


19 Grafton Road, 


JOHN FOORD & 





APPOINTMENTS ` ` 
Mr G. A. Carey-Smith, F.C.A., finance 
director of Anglo American Corporation 


(North America), has been appointed ` 
an executive director of Charter. Con- n 


solidated in London. 
Mr D. A. Graham, r.c. 


United Transport. 


Mr W. Burridge, B.SC.(ECON. Je ACA., 
has become assistant comptroller of the 
Firestone Tyre & Rubber Co, For the 
past four years he has been manager of 
accounting with responsibility for Fire- 
stone accounting functions in Britain. 





Mr D. Chapman 


Mr W. Burridge 


Mr Derek Chapman, A.C.C.A., general 
manager of Spicers’ Charts Division, 


has been appointed -a director. of the 


parent company, Spicers. 


Mr Robert McFarland: A. C. A 
been appointed a director of Scottish, 
English and European Textiles. 


with the group since 1969. 


Mr Abe Abrahamson, AC 3. has 
been appointed group secretary, financial 


director and chief group accountant of . 


the Stepney: group of SECHER: | 








Mr A. Abrahamson Mr B. L. Enzor 


Mr B. L. Enzor, F.c.a., has been 


appointed group financial director and 


group secretary of Spear & Jackson 


61 QUEEN’S GARDENS, LONDON W2 3AH 


REVALUATION OF ` 





: International. Previously, Mr Er 
a principal manager in the Sheffi 
office of Cooper Brothers & Co, wh: 
he joined in 1951. 





A. MCLE, 
has been elected a director of I ancashire e 


US Muljibhai Madhvani & Co, in East 
Africa, ` Pd TN 
» Mr G. w. Scarlett, F.C.A., has been 


"appointed a director | of the Industria 
and Commercial Finance Corporatioi 


Inland Revenue from 1962. ` 
hai P 
e He has been Chief Registrar since 1903, . 
having: previously ` been a Principal. 
"Assistant. Boheitor in | the then Ministry ` 
a Healthy ee SE 


Mr 
McFarland, who is responsible for the - 
group's head office in. London, has been E 


of Mr L. R. P. Pugh, VRD; D.L., ECA, 
` asa full-time member of the British Steel ` 
Corporation for a period of five. years 
E from August 3rd, X972. : 


" authorized the appointment « of Mr M. W. 
` Rosser; F.C.A., as a part-time member of. 
| oe | Core sn 












Mr D B. Stewart, ont, F.C.C.a., has 
beer appointed. an executive director of 




















Mr Scarlett is deputy general manager of 
ICFC. 


CHIEF REGISTRAR OF. 
FRIENDLY SOCIETIES ` 


The Chancellor of the Exchequer has 
approved the appointment of Mr Keith | 
Brading, M.B.E, as Chief Registrar of 
Friendly Societies in succession to Mr ` 
S. D. Musson, cp. M.B.E., who is 
retiring from the public service. coge WA 

Mr Brading, who 1s 54, joined the 
Civil Service in the Estate Duty Office in 
1936. After war service in the RNVR he ` 
was called to the Bar of Gray's Inn in 
1950. He became Assistant Registrar of ` 
Friendly Societies and. Deputy Industrial 
Assurance Commissioner in 1969 after 
serving as Assistant | Solicitor in the 


Mr Musson is retiring at he age of E 








BRITISH STEEL CORPORATION - 
New Appointments | PUN. 


The enee of State for Trade SC 
Industry has authorized the appointment 


EE 


‘The Secretary of ` ‘State - dub ‘also x 


His “appointment ds 





Mr Pugh, who is Managing directs 
‘Supplies | and Transport 
joined: Deloitte, Plender, 


IPANY 


01-262 241 3-8 


Division, 


ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 







rifiths. & Co (now Dele & x Co) in 
)33, leaving in 1947 to become assistant 
retary of Guest Keen Baldwins Iron 
teel Co, part of the GKN Group. 
ubsequently became managing direc- 
est Keen Iron & Steel Works, 
“1961 and general managing 
; commercial and administration, 
N Steel Co in 1965. On the for- 
on of BSC he was appointed director- 
harge, Product Co-ordination Di- 
ion, and successively deputy managing 
director, Commercial Division, and man- 
aging director, Operations and Supplies 
Division. He took over his present post 
in April this year. 
_ Mr Rosser is a partner in Deloitte & 
a SCH of Cardiff. His public appointments 
include the chairmanship of the Welsh 
¿Council and membership of the Wales 
y Regional Council of CBI, the Tele- 
«communications Board for Wales and 
the Marches and the Development Cor- 
- poration for Wales. His term of office as a 
. part-time member of the National Bus 
- Company ends on August 31st. 
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Y and Luxembourg. 


LONDON CAs’ AMBITIOUS 
PROGRAMME 


The London and District Society of 


Chartered Accountants is to be con- 
gratulated for setting out so clearly 
in its foolscap ‘desk diary’ the full range 
of its conferences, courses and social 
events for the period from September to 
May of next vear. 

As a result of the growing demand 
for courses these have been considerably 
increased in number and will include 
many topical subjects which will be 
dealt with by specialist speakers. The 
first course commences on September 
12th, when the subject will be VAT, and 
will set out to provide an authoritative 
interpretation of the new legislation. 

Other courses in the programme will 
cover aspects of the 1972 Finance Act, 
corporation tax reform, changes in the 
personal tax system, and tax reform 
for the family business. There will be 
two residential courses — one at Last- 
bourne and one at Brighton — and two 


VAT TRAILER FROM PHILIPS. — The considerable experience gained in operating value 
added tax within EEC by the Philips organization — the fourth largest company in Europe 
is being shared with businessmen throughout the United Kingdom by means of a specially 
quipped trailer which is touring centres of commerce and industry for four weeks until 
gust 18th. Altogether twenty-four centres will be visited by the VAT Trailer which is being 
janized by Philips Electrologica Ltd — the data systems organization of Philips Industries. 
ach stop executives of the company on board the trailer discuss the implications of 
or British business and pin-point the problem areas which have become apparent as a 
f experience of eight years' practical working of the tax in Holland, Germany, France, 


: THE PROFESSIONAL STOCKTAKING SERVICE ` GARDALE HOUSE 122 GATLEY ROAD GATLEY CHEADLE CHESHIRE, Tel. 061 428 6718 









half-day courses on the E : 
the German and French points 
Among speakers at luncheon 
will be Sir Martin Wilkinson, € 
of the London Stock Exchange 















SHARE OPTION AND SH 
INCENTIVE SCHEMES. 


The Board of Inland Revenue ha 
announced that applications und: 
Schedule 12 to the Finance Act 1972 foi 
approval of share option and incentive 
schemes will now be accepted... 

Applications, which will be subject e 
regulations laid before Parliament on ` 
August 4th, should in the first instance | 
be addressed, with supporting documents ` 
in duplicate, to The Chief Inspector of ` 
Taxes (Share Option and Share In- | 
centive Schemes), New Wing, Somerset ` 
House, London WC2R "LB (Tele- ' 
phone inquiries relating to these matters | 
only can be made to 01-734 7200 — 
Extension 124.) E 

In accordance with the undertaking: 
given by the Chief Secretary to the 
Treasury in the debate in Standing. 
Committee on June 21st, the Inland ` 
Revenue will be prepared, where possible, ` 
to give informal clearances in advance of © 
formal approval of schemes which have 
not yet been put to shareholders. 





HOCKEY | 
Chartered Accounta nts 1 
Bank of England 4 


The Chartered Accountants’ Hockey. 
Club were unlucky only to draw this” 
game with the Bank of England. The 
forwards, ably led by Carr, had more of. 
the first half play and even if they did ° 
not show their full potential, they took 
the lead with a goal from Gallant. : 

The Bank then came more into the- 
game and some fine saves were made by ` 
McLaughlin. Dunk had a useful first 
game at full-back. E 

CAs: McLaughlin (Epsom); WEE : 
(O. Reigatians), Dunk (Cheam); Eveleigh ` 
(Kenley), Kibble (Cheam), Blanford ` 
(Poly); Russell Smith, Gallant (Cheam), ` 
Carr (Purley) capt., Vaines (O. Mid- 
Whitgiftians), Spencer (Kenley). I 





~STOCKTAKING for audit, stock control, etc. carried out by 
independent experts, quickly and efficiently x 


(NORTHERN) 





August 10th, 1972 


B sht 
Frank & 
Rutley 


Auctioneers and Surveyors ` 


. ACCOUNTANT . 


Valuers of Industrial Properties _ 


Plant and Machinery 
Fire Loss ASSeSSOTS. 


20 Hanover Square, ‘London WIR. OAH Tel 01 —629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 ADR. Tel. 031-226: 7147. | 
Hereford: 14 Broad Street, Hereford - Tel. 0432:3087 .- 





Accountancy Tuition by the Metropolitan College for Examinations 


J. Dip. M.A. the Highest award available to 
Accountants in Great Britain 


Certificate in Management Information 


. The Joint Diploma in Management Accounting Services (promoted 
by the three Chartered Institutes and the ACCA, ICMA and IMTA) is 
for the purpose of improving the standard of Management Accounting 
Services which the profession can give to industry and to provide a 
qualification for accountants in industry and those acting as con- 
sultants to industry, the possession of which will indicate the 
holder is wholly qualified by experience and by examination in this 
field. The Certificate in Management Information (sponsored by the 
Institutes of Chartered Accountants in England and Wales and in 
Ireland) is for the purpose of encouraging study in the increasingly 
important field of Business Administration and Organisation. 


The subjects of examination for the J.Dip.M.A. Part I, and C.M.I., 
for which the Metropolitan College provides expert postal tuition, 
are: Business Organisation and Administration, Design of Systems 


and Data Processing, Management Information and the Use of 
Analytical and Statistical Techniques, Financial Management and the ` 
Use of Accounting Information, J.Dip.M.A. Part ll examination 
comprises a thesis and a viva thereon and is open to candidates who 
have passed Part | examination and have at least five years qualified 
experience. Those who qualify for the Diploma have the right to 
use the designatory letters J.Dip.M.A. 


Examinations are held annually, each October in London, Man- 
chester, Glasgow, Belfast and Dublin. 


Please write for full particulars to The Principal, 
B. Mendes, B.Sc.Econ., F.C.A., (Dept Af), Metropolitan 
College, St Albans, stating -the examination in which . 
you are interested. 





-Metropolitan College, St. Albans. 





Accredited by the Council for the Accreditation of Correspondence Collegés 


Member of Association of British TREE Gd 








SOSA MARC OE 


WHILE STOCKS LAST AND STUDENTS GASP AT THIS UNREPEATABLE CHANCE.. OFFER LIMITED 
TO U.K. THESE COURSES, FULLY UPDATED FOR 1971-72, BUT WITHOUT THE QUERY SERVICE, 
ARE SUITABLE FOR THE FOLLOWING EXAMINATIONS AND FOR PERSONS WHO WISH TO UPDATE: 

* 55.1 INSTITUTE: OF TAXATION ASSOCIATESHIP INTERMEDIATE. OCTOBER 1972. 

* SS.1 & SS.2 INSTITUTE OF TAXATION ASSOCIATESHIP FINAL. OCTOBER 1972. 

* TAXATION PAPERS OF LEGAL & ACCOUNTANCY BODIES.. AUTUMN/WINTER 1972. 


“THE BEST TAXATION COURSES 


CONTENTS ALL UPDATED FOR 1971-72 


55), INCOME TAX, SURTAX, “CAPITAL GAINS TAX & SS2. EXECUTORSHIP & ESTATE 
CORPORATION TAX.. DUTY 






















, Administration, Personal. Allqwaniees and Reliefs, Interest: and Charges. . The Will & Personal Representatives, 


. Sch. D. Cases | and, H. “Adjustmant of Profits. ` . Estate Duty, 
. Basis of Assets. Commencement and Cessation. Change of Accounting Date. . Estate Duty (continued). 
. intestacy. 


. Partnership. Separate Assets, *'8:-Sch.. B, ‘CO. Cases if}, IV and Y. 
, Sch, D. Case Vl. Sch. A, 107 Sch. E, Surtak, Special Charge. 
tl. Sch. D. Case VII. C.G.T. Introduction,” 12, C.G.T. Exemption and Reliefs. 
13, C.G.T. Companies. Husband arid Wife. Wasting Assets, Opsions, 
14, C.G.T. Quoted Securities, Takeovers. Bonus and Rights. 
15. Corpn. Tax. Principles. Income and Charges: 
16, Corpn. Tax. Losses and Group. Relief. 


Y Ko Corpn. Tax. Sch. F. Including accounts treatment. N O textbooks! 


Corpn, Tax. Close Companies, Amalgamations and Liquidations. 
A Dicer Faden. Frawd, BED. o TT supplements! 
SOLE TERMS : CASH WITH ORDER SS. £12:50 SS.2 £625 
ON THE MARKET 


. THE COLLEGE OF TAXATION 


21 OAKBURY ROAD 
LONDON SW6 
Telephone 01-736 8389 


. Legacies, Distribution of Estate; 
Writing-up problems. 
Advancement & Hotchpot. 

, Statutory Apportionment. 

. Equitable Apportionment, 

. Trusts & Trustees. 


i 

2 

3 

4. Capital Allowances. 53 Capital Allowances (Cntd.). 6. Losses. 
7 
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IMPORTANT NOTIÓE o e Ge 


Are you on our Mailing List? If not, "you; sch 
strongly advised to submit your naméra 

address immediately. In due course we will Pes 
pleased to post you details of our 1973 pro- 
gramme and the special privileges enjoyed by 
Members of this College. Meanwhile, it is 
regretted that we can accept no more Members 
for 1972. 











Compare with others! You MUST buy on specification 
comparisons! SHOPERTU NITIES bring you World's 
greatest value ever. Not a mini model with quality sacrificed! 
Only the price is massacred! Beautifully designed JTASP 
Desk model - sturdily built for years of service yet easily 
portable. Unrepeatable! Brand new. Fantastic scientific 
electronic calculating machine. Recommended list price 
£99! A product of world renowned Japanese high precision 
engineering! AC 220-240v. or Battery operated. Just 
switch on and you've got your own super Chartered 
Accountant at your fi ngertips - and IT never gets tired! 
When the phone rings - make ‘split second’ calculations so 
easily even on the most complicated commercial statistical 
questions and know you have the exact answer! It could save 
you a fortunel Don't wait for additional complications of 

alue Added Tax to boost demand and increase price — seize 
this opportunity NOW! The performance of this sen- 


sational machine compares with models that once cost MACHINE | N E 
up to £200! Cope effortlessly with the most complicated ` 


calculations and fractions of all descriptions! It adds, subtracts, HAS GOT E THING! 
multiplies, divides (all basic calculations and mixed cal- +; 
culations)! Does in seconds what it normally takes hours to OT — 


do! Silent push-button operation. Results in a flash, 

clearly visible on ‘clear view’ illuminated Indicator! . 

Automatic credit balance (with minus sign)! Floating i 

‘decimal point — up to 7 decimal places OR CAN BE SET TTERY 

TO OPERATE TO NEAREST 2 OR 4 DECIMAL | * M AIN S BAT : 

ud prod to jue one short of 109,000,000 Tl ON 
utomatic overflow indicator when input or answer exceeds 

8 digits). Overall size only 8} x 4$ X 14 in. approx. So compact AC/DC OPERA 

and light you can take it from room to room = even on 


- Journeys or abroad. With AC Adaptor (just plug in and Fantastic Performance: 
A E m 


E TUPENDOUS! 


MAKE NO MISTAKE—NOT BUILT DOWN TO A PRICE ., 
FAMOUS 


e ELECTRONIC Ú [VLUU LY i 
















< a. 


it cuts out Battery operation), Set of Standard Batteries, 
Written Guarantee and simple instructions (also U.K. 

After Sales Service). EVEN: LESS THAN PRICE TO A LA Nit IK Plus 
WHOLESALER! Yes, send only £43:25 including car- A F 

riage etc. (no more to pay) and test on 7 day mail order 


approval. You'll know in 7 seconds you've the investment of a CONSTANT CALCULATION SETTING 


lifetime! Refund if f not delighted. 







mm = *8 DIGITS Aus es GT ii 
- Send to Uxbridge Re Rd or > cali at either store. COMMERCIAL 1 OE EG e 
TRAVELLERS please note; Merchandising office at Holborn. DICATOR! Se Sy, our, B | 


SHOPERTUNITIES. LTD. 


“FLOATING DECIMAL 2 


2 or 4 PLACE SETTING CONTROL! 


> 





2 or 4 CLAVE 
l BATTERY LEVEL INDICATOR! 

Dept AC/CALCULATOR/3, 164 UXBRIDGE RD (facing Shep- 

herd's Bush Green), LONDON W128AQ (Thurs. 1, Fri. 7). Also 


*NO EXTRAS TO BUY! | PS Ë Wi E » Ep ` s 
37 HIGH HOLBORN (opp. Chancery Lane), LONDON WC1 An "ú 
(Thurs. 7). BOTH. STORES OPEN MON, to SAT. 9 a.m. — 6 p.m. ORDER BY POST TO UXBRIDGE ROAD, OR CALL AT EITHER STORE! 


eS A RE SS Ei EY 
Registered as a newspaper at the Post Office. Printed and published in Great Britain by GEE & CO (PUBLISHERS LIMITED, at The Priory Press, St Albans, Herts. Ed 

151 Strand, London WCZR 1]]. Tel, 01-836 0832. Cables: COUNTANT, London WC2. Published every Thursday, price 17p per copy. Post paid subscriptions: Gig 50 sss 

£535 half year IUS Se DM st Fr. 80). Airmail edition: Z 14:25 per year ($37; DM 123; Fr. 196); £7-25 half-year ($19.50; DM:65; Fr. 104). Concessional rate for registered students £6 per year (forms 
on application from the publishers). © Gee & Co (Publishers) Limited. Angust 10/5, 1972 


10508 ESTABLISHED 1874 
ACCOUNTANT: 


AUGUST 17th, 1972 ST 


New Moves in Professional Training 
Accountants and the Finance Act 
Dual and Triple Membership 
Deferring Dividends 

Accountancy Education 


Corporate Planning and 
Budgetary Control 


Calmer Seas for Pergamon? 


x EEN Dk — 


Registered as a Newspaper at the Post Office 





THE . : 
ACCOUNTANT August 17th, 1972 







No instant miracles, 
just a 5-star 
performance 


Equity & Law unit-linked 
life assurance offers: 


* competitive premium rates which 
secure a greater sum assured for a. 
given premium 


* a monthly investment premium which 
normally exceeds the monthly premium paid 


x a choice between whole-life or endowment 
assurance | 


* guaranteed terms to convert from a whole- 
life policy to endowment can usually be 
incorporated at outset 


* exceptionally good non-medical limits 


Example of a unit whole-life policy —male not exceeding age 26 


(Premiums payable to age 85) 


Cost | Benefits 


Monthly investment premium 
(the amount deemed to be 
invested each month) 


Minimum sum payable on death 
atany age 


Gross monthly premium Cash sum payable on death 
atage 75 

Net monthly premium H. (allowing for a 5% growth rate 

(assuming normal income per year and the current 

tax relief) | deduction for capital gains tax) 





Ask for particulars Equity & Law i 


Equity & Law Life Assurance Society Limited. 
Administration: 20 Lincoln's Inn Fields, London, WC2A 3ES. Branches throughout the U.K. 
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New Moves i in Professional 


Training 


T Institute of Chartered Accountants in England and 
Wales is continuing its determined efforts to elevate 
.the standards of all chartered accountants to the level of 
those now displayed by the best practitioners. Earlier this 
week, the Institute released the text of two highly significant 
documents — the first announcing the establishment of a 
new ‘Education and Training Committee’ of the Council, 
and the second outlining the Council’s proposals for 
Institute accreditation of tutors. The latter is aimed 
initially at the nine months’ foundation courses, but is 
intended also to be applied in the fullness of time to all 
courses for the Institute’s professional examinations. 
Charged specifically with the formulation and continuous 


review of ‘comprehensive and co-ordinated policies’ relating 


to recruitment, education, examinations, practical experi- 
ence and — as a final catch-all — ‘all other matters relevant 
to the education and training of candidates for member- 
ship’, the new Education and Training Committee faces 


(in the words of Mr A. W. John, C.B.E., F.C.A., its first 


chairman) ‘a huge task’, The English Institute, which 
registered -4,751 new sets of articles last year, has by far 
the largest student ‘throughput’ of any of the recognized 
bodies; it also, as. Mr John claimed at a press conference 
‘this week, admits a significantly higher percentage of them 
to eventual qualification. 

The distinctive feature of the qun sd accountant has 
hitherto been, and for the immediate future is likely to 
remain, the system of professional training under articles, 
‘or a formal training contract. Combining many of the 
functrons-of the former Articled Clerks, Education and 


Examination Committees, the: establishment . of the new 


committee: clearly recognizes that professional education, 
in its widest sense, is to be seen as a continuing and 
co-ordinated process and that articled service on the one 


^ hand, 


phenomena. . | 
One of then new committee’s first tasks lies in the direction 
of the nine months’ foundation courses, which with effect 


and professional examinations on the othér;- 
are not to be regarded as two separate and unrélated: 


H 


from the academic year 19374 will become compulsory . de 
-fór all non-graduaté entrants. Enrolments for these courses - ” 
in 1972~73, the last year on a voluntary basis, have been ` 


estimated at 1,700, and it is frankly conceded that the 
provision of the right courses and sufficient places -in 
1973—74 may lead to ‘a little tightness’. Moreover, com- 
plaints which have been made to the Institute about the ` 
inadequacy of courses offered by certain institutions cannot 
be entirely ignored. | 

It would, of course, be wholly SE to suggest that such 
complaints relate only to the nine months’ courses or to 


‘institutions within the public sector. Following the report 


of a joint steering committee of representatives of the 
Institute and of the Association of Chartered Accountant 
Students’ Societies, the Institute is to accept responsibility 


for the accreditation of tutors, in both the public and the ` 


private sectors of education. 

This, it must be recognized, is very SE a delicate area, 
and one in which the Institute may find it desirable to move ` 
slowly — though, in fact, there are solid grounds for hope 
that such an accreditation scheme would be welcomed 
both by educational institutions of good standing and by. 
the inspectorate of the Department of Education and _ 
Science. “Academic freedom’ is a principle very dear to the | 
hearts of many educationalists; nor can the Institute, as an: ` 
examining body, either seem to favour.those who have 
followed courses with.its own ‘accredited’ institutions, or 
refuse to admit to me examinations those who have not. 
Further, the accountancy bodies have been less than - 
unanimous among themselves in approval of the nine 
months' foundation course —the admitted first target of 
the Institute's accreditation scheme —so that Moorgate: 
Place may find itself in a position of some isolation. 

There are, on the other hand, sound precedents for such . 


“an accreditation, to be found both in the practice of other ` 


professional bodies and in the ‘approved degree’ scheme. 
The Council has also received disturbing evidence of the 
extent to which some .articled, clerks rely on intensive , 


. pre-examination ‘cramming’ courses of a few weeks’ dura- 
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tion. as thiet sole ` or principal: ; means of examination 
preparation; it should be unnecessary to point out the- 
. undesirability of such methods; “and one declared aim of the 
new Education and Training Committee- will be to set 
examinations of a kind that cannot effectively be ‘crammed’. 
Systematic and regular study, itis stated; should be under- 
: taken, with the pre-examination SES being looked, upon 
as of a reyisionary character. 
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Accountants and the Finance Act d 


N accordance with a practice which has become cus- 
Y tomary, the allied accountancy’ bodies. submitted to the 
Chancellor of the Exchequer last April a memorandum on 
the Finance. Bill, the detail of which was subsequently. 
discussed with the Board of Inland Revenue. The text of 
this memorandum has now been released together Dm the 
Board's authorized comments. ` ` 
The -main conclusion is that the document ded 
Kb powerful assistance to those Members of Parliament who in 
the course of traditional procedures have done much to 
modify the detailed content of the Bill. The first and most 


effective line of professional influence is that exercised by. 


accountants and others through direct participation in- the 


legislative process in consequence of the mandate received ` 


"from their constituencies. 
The course of the-debates on 'share option and incentive. 


(| schemes illustrates the steps by which the original text of . 
“the Bill has been moulded into final shape. No charge to”: 


tax under Schedule E is to arise where a Person after 

April sth, 1972, exercises a right to acquire shares obtained 

as director or employee of any company if obtained in 

‘pursuance of an approved share option or.sharé incentive 

scheme, subject to satisfaction of thé conditions in Part V 

. of Schedule 12, Mr Peter-Hordern (West Sussex, Horsham) 

. added an. amendment which precluded possible charge 

under any other | provision. of the Tax Acts. 

The conditions in Part V of Schedule 12 are directed 
primarily: to retention of the beneficial ownership of the. 


^ shares for. three years from acquisition or, if earlier, to the 


date of cessation of employment brought about by i injury, 
disability or dismissal for redundancy in the statutory sense. 


As originally drafted, the conditions did not allow ‘for ` 


death after cessation of employment: within the three-year 
. period. The observations. of the accountancy. bodies were 
. quoted in committee and the necessary amendment agreed 


to, together with an amendment making provision for the. . 


~ case where.cesser of ownership of shares occurs as. a result 


- of the exercise of powers under section 209 ‘of the Com; 1 


panies Act 1948 following a-take-over bid. 
. Again, the: period of three years was at first expressed ás 
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Mr Joa declared this T ihe complete confidence 
‘ofthis committee that, with the mutual help and’ support of 
all interested parties, a first-class system of tuition for the 
Institute’s examinations could be provided within the 
public sector. To take the best of everything that exists at. 
-present, and to raise standards throughout the profession 
to that best,.can only be a process of evolution — not of 


bo 


n 


three years from the time of acquisition — the date of 


_exercise-of the option in the case of a share option scheme — 
but in line with the accountancy bodies’ recommendation 


this date (which continues to operate for share incentive 
schemes) was carried back to commence from the date on 


_ which the option was obtained in the case of share. option. 
. Schemes. 


Section 79 of tlie Act outlines Hac incentive-schemes i in 
terms of an acquisition- in pursuance of a right conferred 
-on a person or an Opportunity offered to him as a diréctor 
or employee of any company and not in pursuance of .an 


d offer to the "public. The accountants thought these expres- ` 


sions too wide, with- particular reference to the case of new 
people allotted shares.at full market value under arrange-. 
ments made by virtue of section 54 of the Companies Act 
1948.. The newly published Finance Act confirms, the 
exeniption accorded by the Bil to employees profit-sharing 
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T to approved cies ‘and to an ud dod a 
shares which were not subject'to any restrictions other: than 
restrictions attaching to all shares of the: same class, and 
"the majority of shares of that class were acquired otherwise - 


than as indicated in the opening words of section. 79. as. ` 


` mentioned above. 
Mr Nicholas Edwards SE in the debate on | thé 


^ Third Reading. reiterated doubts as to the possible excessive: 


` width of these provisions, with particular reference to the 
' passages ‘italicized. One case was. thàt of a tightly held 
company where the Shares are always passing from an 
outgoing director to an iricoming director, or have. always 
- been subscribed for by directors and employees: The raising 
of fresh. capital and the retirement of a director : represent 
typical occasions: . 

Inyeply the Chief eatin to the AT reastiey said that as a. 
result of the limited studies possible at that stage of thé : 
Bill; they would want to look further at the matter. No 
“substantial. problem was expected to arise -during the. 


- 


current year, as liability under the section in respect of the ` 


normal shares could arise only on the disposal of the shares 
“acquired after April sth, 1972. If, however, . amending 
legislation should be found to be necessary next year, the 
"Government would consider making it retrospective to that- 
, daté, as it.was a relieving, not a charging, provision. .:, . 

' In the meantime, Mr Patrick Jenkin pledged that if the 


Inland Revenue comes across any case in «which. liability | 


arises' under the section in: circumstances- which appear to 
.be outside the intended’ scope of the. legislation, it will 
.consider most carefully what action should be taken. 
This reinforces the undertaking given direct by the Board 
in response to the accountancy bodies' memorandum. I 

Some.of the favourable amendments in line with the 


recommendations were discussed i In our issue of June 29th ` 


(page 847). However, some readers might find themselves 


in agreement with the- Inland Revenue- opposition to the | 
Süggested top-slicing relief on the grounds that there was - 


already too much: of this. and that it made far too many 
complications. On the other band, thé probable extension 
of the familiar extra-statutory concession applied to persons 
working full-time for a group but not for a ‘particular . 
company is likely to be welcome asa ineans:of overcoming. 
‘the strict. ban: k 2 Ge for s directors and 
employees. A š 

The discussions EE the ` accountants ` and. the 
Revenue may have served to remové a misconception as to 
_thé nature of the legislation on either; type of scheme." The 
‘law will be applied strictly without discretionary modifica- 
tion wheré schemes differ marginally from the prescribed ` 
, conditions. ‘This is because the relief for share schemes i$ 
fundamentally. differerit..from that for pension | schemes 
` which are virtually all discretionary, as a deliberate con-. 
' sequence of the harsh terms of statutory approval. Indeed, 
the bi-partisan’ approval of pension arrangements is’ in a 
vert different category from that in which share- schemes . 
“are found: These. were smothered in 1966 and a shadow is 


cast over the future of the”: 1972 rales by the root and branch... 
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‘opposition of the Labour Party. Fun mas the Chief ` 


Secretary seems to have spoken ` with ‘tongue in cheek 
when he pointed out that if a: compány makes sure its- .: E 
scheme is capable of being approved, there is no. reason - ` 
` why it should wait. for the formal approval before putting `. 


` it into operation, for, he added, if subsequently 
has: gone wrong and the.scheme fails to- be approved, .: 
the - tax consequences’ will follow and: the participants. - 


in the scheme will find themselves with an EE Es 


surprise. T Pol 

"Turning to matters involving advance corporation tax. 
(ACT), the accountants wished to do away with group. 
election procedures’ as a means of reducing paperwork. * 


EN 


` 


Their wish that renewal of.existing group income elections `. |. 


be dispensed with has been accomplished by an amendment. 


now found in section 91 (4). Inter-group dividends may .' 


thus be paid gross without deduction of advance corpora- - 
tion tax after April sth, 1973, although à suggestion that 


group income should also include qualifying Ge x 


other than dividends did not find favour. 


Section 92 permits a company to surrender to its - 


"subsidiaries its surplus ACT (up to the amount of ACT - 
“actually. paid in respect of dividends) for an accounting : - 
period, ignoring amounts brought forward or carried back. . 
"The Revenue. have ,corifirmed that in the hands of. the = 
acquiring company such an amount may: be moved forwards” 


or backwards. within. the permitted limits. 'T'he' rules for | 


surrender.of ACT are much more: restrictive’ ‘than those 


applicable to group relief but provisional claims. may be o zu 


established within the two-year time limit. > v ` 
Both the allowarice and the surrender of ACT are matters 
which take precedence over double taxation relief and it will | 


be remembered that official policy in regard to dóuble ` "e. 2 c 


P Se 


taxation anomalies has been confined to the extension of 
overspill relief. The, Board also resisted: a suggestion that 
indirect relief for United Kingdom tax credit should be 


allowed where a non-resident company is interposed, on `. 


> a 


lines reminiscent ‘of section 201 of the Income Tax Act’ ` 


1952.. CARNEM. j 
There i is a denal of the PTS to carry Geen surplus. 

ACT under section ror on the occurrence of a major 

change in the nature or conduct of a trade. or business. 


This. is defined in terms similar ` to those found 1 in section ` 


483 of the Taxes Act 1970, but with the further mention 
of a change between trading: and investment company ` 
status and, in the latter case, a major change in the nature 
of the investments held. The Revenue have noted Without; 
'comment à suggestion that the restriction should only apply > 


- where there has been a change in investment: policy, for: ~ 


instance, from the holding of properties to the Bolding, 


`of portfolio investments. 


"Thé expression “tax advantage’ is one which is found i in 
section. 466° of the Taxes. Act; consolidating: the 1960 
. legislation : which led to so-much litigation against a back 
ground of - -dividend-stripping . ‘and -extraction -òf cash’ - 
resourcés-from close companies. The words ‘tax, advantage’ 


are found ii in section 81 relating to new rules for Premiums e 


- Ee 
- - ~ 
` 


Zait 
an 4 


` 


` 


: E 
- 
w^ m f£. 
A ` 
. 


D 
- 


+ 


we 
x 


` : i ` L 
` ` w Wa > 
> 4 : 
` Š Y 
192 T 7 3 ` 
` 
w er E " t E 

uw * $ s zd ` 

HI 

, & ` 

a ae 


JY 


¿"+ chartered accountants who wish to do ` 


- 


. THE | 


- for jc but without defui of. which D ia 


consider serves no n purpose following. the Carat 
` experience. d 


The change in the es for capital instalments has been 


| . prompted: by Revenue complaints. of-gross abuses in this 
field of the gains tax. They state that, after considering 


i various-alternative anti-avoidance. provisions, the Ministers 


> decided that the best course was to abolish the instalment 
"provisions in the 1965. capital gains'tax law and to allow the 
spread of payment over eight years. 


Following. various representations of hardship, the ques- ` 
tion of lóoking in genuine cases only at the transactions 


"directly or indirectly concerned irrespective of the other. 


resources; of the taxpayer was being considered with a view ` 
. to a statement being made, The accountants were to.some . 
~y extent reassured to note that spreading of payments due 
. under existing genuine arrangements . could take place ' 


over more than eight years in view of the discretion 
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CH oe of Ge to » depreciation and losses. It will be 
recalled that the Finance, Act 1971 permitted first-year 
- allowances to: be carried back three years if a component ` 
of a trading loss relief claim under section 177 (2) of the ` 


| "Taxes. Act- 1970. Pressure’ to substitute free depreciation 
' for first-year allowances was resisted on the grounds that 
.the Chancellor would not know where he stood in later 


years with a blank cheque to honour. Hence so much of a 
first-year allowance ‘as is not immediately -taken up is 
postponed, to be made good in due course by.2 a pér cent 


reducing balance allowances. - | d 


An attempt to have the. GER element in 1088 
claims. related back within the three-year period on a, 
‘first-in, first out’ basis was resisted on the grounds of 
administrative complexity, including the ‘clash between 
distinct methods of allocating loss relief. Nevertheless, the - 
discussion in Standing Committee on this subject shóws 
particularly clearly, the value ` ‘of the allied accountancy 


| “contained in section 116 (3) of the Act. - z 
A point which has aroused much controversy has been 


4 


. bodies’ memorandum in assisting a practical approach 
from. both šides of the committee. 3 
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` Dual and Triple Membership 


Piorosuis for: ese mém- 
bership facilities are being put 


forward by the three, Institutes of 
in. Great. 


Chartered . Accountants 
Britain and Ireland. Their respective 
Councils have’.agreed to seek power 
for each Institute to admit any member 


.of either of the two other Institutes. - 
| Mr ` D. S. Morpeth, T.D., 
F.C.A., "President. of The Institute of | 
Chartered. Accountants’ in. England 


without further examination and ‘ex- 
perience requirements. ` | 

If the proposals are in due. course 
approved, members of all three Insti- 
tutes will.be able to join a second (or 
even a third) Institute and patticipate 


in its activities. This will enable those ` tered bodies. ‘They represent a sig- 
nificant step forward at a time when ` 
.the UK accountancy profession is 


faced with the problems of improving 


oo to make use of all the facilities and. 


_ services provided by each: of the three 


_ Institutes for its own members. ' 


Chartered accountants, wishing to : 
avail themselves ‘of these reciprocal ` 


rights would be liable to pay only 
- the appropriate non-practising rate of 
subscription to the second (or third) 
Institute. Reciprocal membership will 
‘not entitle any member to use the 
designatory initials: of another Insti- 


tuté, where these differ;. nor. will a. 


member whose principal place of 


— 


EE is in (he: Country of on ori- 
ginal Institute be permitted to train 
students, other than for his original 
Institute, otherwise he may, subject 


.to the: provisions of the respective 


Institutes, train students for any 
Ínstitute(s). of which he is a member. 

Commenting on these proposals, 
B.COM., 


and Wales, said: “These' proposals 
emphasize the closer relationship and 
collaboration between the three Char- 


and harmonizing standards within the 
enlarged European Economic Com- 


muni 


The a President: Mr A I. 


. Mackenzie, c. As ; has described the 
proposals as 'some. contribution. to- 


wards the collaboration of the leading 


accountancy bodies in . matters - of ` 


common interest — an objective which 


has long been an aim of the Scottish 
EE Ec 


Fa 2 
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Progress with PWCs 


OOD progress is being made with. 
the: settlement of outstanding 
da for payment-of post-war credits. 
-About 1-9 million of the two million 
claims réceived by mid-July have been 
satisfactorily settled, and-the Govern- 
ment has confirmed that repayments to 
claimants unable to produce a certifi- 
cate will commence in 1973. 
Answering a | question Sa Mr 


Piers Dixon, (Con., Truro) recently, 
., Mr John Nott,: Treasury Minister of 
State, said that a statutory instrument 


would be laid before Parliament in the 
autumn, providing for repayments to 
such claimants op an alphabetical 
basis over the 12 months commencing 
January rst, 1973. Interest on these 
repayments ‘would be cálculated-at 24 
per cent compound from October: 
Ist, 1959. 


2 à q 
Ee e 


Official Guides to VAT | 


ANY readers will have received 
through the post a. package 
distribution of VAT, literature ` from 
the Customs and Excise, comprising a 
General Guide (Notice. N o. 700) and 
Scope & Coverage (Notice No. 7o1). 


The latter includes a correction slip 


which emphasizes the taxable nature 
"of the ‘supply’ by haulier ËB. in the 


example: offered, of the limitations of 


` 
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zero-rating for transport where part of 
through transit is sub-contracted ‘so 


as to bring into being a service wholly | 


supplied in the United Kingdom. 

One of the first tasks awaiting busi- 
nessmen is to find their niche in the 
VAT Trade Classification (VAT 41) 
closely modelled on the Standard 
Industrial Classification. ` Next they 
should complete the reply-paid card 


V AT oo which will enable them to ob- ` 
tain the further notices relevant to their. 
particular circumstances, namely, Im- 


ports (702); Exports: (703); Retail 
Export Schemes (704); Sales of Motor 
Vehicles to "Tourists, etc., free of tax 
(incl, car tax) (705); Partial exemption 
and self-supply- (stationery) (Notice 
No. 706); Special Schemes for Re- 


tailers (707); Construction Industry | 


(708); Hotels and Catering (709); 

Supplies by or through Agents (710) 

and Second-hand cars (711). 
Included in the initial mailing are, 


VAT 1 (Notification of Taxable Busi- 
ness) which everyone seeking to pay, ` 


VAT will have to complete in-due 


course; VAT 2 (Details of all Part- 


ners); and VAT so which concerns 


application for group registration’ by. 
companies, who decide to have, a 


representative company, although this 
does not absolve thé other members 
of the group from financial respon- 


sibility. 


The addresses of the- nearest Cus- 


toms V AT offices are given on pages 10 

-to 13 of the General Guide. Every 
change in partners or addresses, etc., 
has to be notified promptly, so that a 
comprehensive record of information 
‘supplied (as well as to be supplied) 
to the Department ‘should be kept 
from the outset. 
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Penn Central KA the 
Rails 


| [^ a report running to 670 pages, 

the Securities and Exchange Com- 
mission n Washington has ‘alleged 
wholesale deception of shareholders 
in the now bankrupt Penn Central 
Railroad by a management 'which 


became éver, more inventive as the 


company's. slide - into. bankruptcy 
quickened”. Penn Central was formed 
in 1968 by merger of, the former 


" Pennsylvania and New: York Central: 


Railroads, both already ailing and 
financially weak. The merger, as the 
. SEC now. finds, was Kee in 


- 
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“theory, TE was poorly. Steeg and 


implemented. ~ 

Based on examination of over 200- 
witnesses -and the recorde of 150 
financial institutions, the report..ac- 


-cuses Penn Central management, of 


. 4ndifference' 
provide.shareholders with adequate 


to its obligations to 


information. Amongst questionable 
accounting practices pursued at the 
instigation of, in particular, Mr Stuart 
Saunders and Mr’ David Bevan — who 


were respectively chief executive and 


- 


chief financial officer of the company — 


weré the cannibalization of assets, - 


particularly of real estate subsidiaries, 


of expenditure. | 

Penn ` Centrale ti Peat, : 
Marwick, Mitchell & Co, also come 
in for criticism from the SEC. Their 
investigation, 
‘perhaps less than might have been 


it is suggested, was 


- 


expected under thé. circumstances’, 
nor apparently did they make a suit, .. 
¿cient appraisal of the total i ee SS 


likely to be created by the company’s 

published financial statements. The | 
British and American practices of | 
Peat’s are, of course, associated in their 
use of the firm name, but the two 


partnerships are distinct from one . 
another, and the London firm, it was .^ ^ 


authoritatively stated last week, is not 


D 1. 


` 
?g 


directly involved in the Penn Sene 4 


affair. 


Though the SEC Board has yet to Al E 


recommend civil or criminal proceed- 


' Ings against any former Penn Central - 
acceleration of income and. deferment . 


executives, a number of private law- 


-. suits have already been launched as a ` 


result of the company’s’ failure. Mr 


"William Casey, SEC chairman, is also : 
using the opportunity to press the 


case for Congress to give the SEC 
additional regulatory powers. 


Le 


Unincorporated Associations | 


and Taxation 


NINCORPORATED associations 
and other bodies of a public 


nature, which are precluded by their - 
constitutions from distributing income _ 
or capital to their members, are. 


recognized by the Government to 
present something of a special case for 
the purposes of the revised corporation ` 
tax structure. Such bodies, of course, 


have always been liable to corporation 


tax on their unfranked investment 
income, but the point was of relatively. 
minor significance whilst the. rates of 


- income and corporation tax were. - 


similar to one another. 

The report of the Select Committee 
on the reform of corporation tax 
recommended that such bodies should 
not suffer any disadvantage as a result 


of changing from the former basis of 
‘corporation tax.. 


Unfortunately, as 
was pointed out in the course of this 
year’s Finance Bill debates, there are 
problems of definition in dealing with 
a potentially wide range of organiza- 
tions, not all of whom should neces- 


sarily be treated in the same way. It 
would not suffice, for example, to take ' 


the::fact- of unincorporated’ status 


alone as justifying a concessionary 


rate of corporation tax; nor Is an 
immediately acceptable definition of. 
publie purposes’ available. 


The elements of a possible definition 
would seem to include: 


(a) that the sole Se of the associa- 
tion was to promote some public 
purpose in the UK, and that the" 
whole of its funds was properly 
expended on that purpose; 


' (b) that members or associates were. 
effectively debarred from any share - 
in the current or capital profits. 

of the association, and derived no 


personal benefit from. their mem- ` 


bership; and . š 
(c) that the association did not coa 
or promote any trade or business, 


The Inland Revenue, it- was an- 
nounced in Parliament recently, is 


. to initiate discussions with interested 


- 


bodies, and also invites representations , ` 


in writing on the principles of'a 


concessionary lower rate of tax for 


-unincorporated associations of a public 


nature and on the essentials of a 


workable definition. A brief discussion: , 
paper setting out the nature of the . 


problem has been prepared by the, 
Inland Revenue, and copies are avail- ` 
able on request from Somerset House. 

Associations whose profits do not 
exceed.£ 15,000 per annum will in any. 
event be eligible for the ‘small com- 
panies’ special’ rate of tax under” 


section 95 of the Fi inance Act 1972. x 
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Small Firms i Advisory 












A NEW advisory service is to be set 





mmerce. In the course of a written 
'arliamentary answer, Mr Anthony 
srant, Minister with special responsi- 
ility for small firms, said: 


‘The Government's policy is that 
small firms should be able to develop 
` the fullest use of resources available to 


"WO articled clerks with Thornton 
Y Baker & Co have been selected to 
represent Britain in the 1972 Olympics. 
"They are Andy Carter, who is in the 
Manchester office, and Alistair Currey, 
in the Chichester office. Andy Carter 
‘has been selected to run in the 800 
ametres, for which he is the current 
British record holder, while Alistair — 
son of an Olympic yachtsman father — 
has been selected to race a Dragon 
class yacht. 

: Alistair Currey, who is aged 24, is 
.one of the first generation of his family 
for centuries not to go into the Royal 

Navy, but nonetheless has been in- 
volved with small boats ever since he 
can remember. He has had the goal 
of an Olympic place since he was 
-12 years old, and has been involved in 
international competition since 1968, 
when he took part in the junior Euro- 
pean Championships in a Finn — the 





» Alistair Currey 


up for small firms in industry and 


them. I have accordingly decided to 

accept the Bolton Committee's recom- 
mendation that a new information or 
sign-posting service should be set up 
to assist small firms in all sectors of 
industry and commerce. This new 
service of small firms centres will be 
based on the Department's regional 
organization which is beng 
strengthened. It will complement the 
work of other bodies offering advice 
to small firms. I hope it will come into 
operation in the spring of 1973. 


Olympic Accountants 


single-handed class in which his father 
won his Olympic medal. Since then 
he has competed in the Finn Gold 
Cup World Championships in Ber- 
muda in 1969 and in Portugal in 1970. 
Last. year he made the decision to 
change class, and joined the three-man 
crew of the Dragon class boat in which 
he will be sailing in the Olympics at 
Kiel, West Germany. 

Andy Carter, who is aged 23, started 
serious athletics in 1967 and the 
following year became British Uni- 
versities champion. In 1969 he com- 
peted in the European Games in 
Athens, and in 1970 won the 800 
metres at the top British meeting, the 
AAA’s championships. The next year 
he represented Britain at the Inter- 
national European Games in Helsinki 
and won the bronze medal in the 800 
metres in a time of Im. 46:2s., a 
British record. 





Andy Carter 


of international acceptability. 





T PUR e decided to follo: 
Bolton Committee's advice and 
minate the Department's. finar 
support for the Industrial Lia 
Centre Service at the end of- 
1973. 1 would like to pay tribute to : 
valuable work which the staff. 
centres has done with smaller manuf: 
turing firms and I hope that as p 
of their normal relations with indus 
and business in general, colleges a 
universities will be able to continue 
help these firms. My reason fo 
extending the Department's support t 
mid-1973 is to give the college and 
university authorities concerned. mor 
time to consider the future. employ : 
ment of their present industrial liaison 
officers in a new capacity.’ | 








The Minister's announcement án- 
dicates the Government's acceptance e 
of the advice of the Bolton Com- | 
mittee on services for small firms, ` 
additionally to other recommendations ` ` 
of the committee which have already _ 
been implemented. Ten new advisory 
centres, based on the present regional. 
organization of the DTI, will help 
small firms to locate the appropriate. ' 
source of information and advice to | 
answer queries on any aspect of their _ 
business. 


French Quotations 


HE Treaty of Rome objective of. 

mutual recognition of professional __ 
qualifications and practice rights — 
throughout the Common Market _ 
countries has received something ofa — 
rebuff from the Council of the ` 
London Stock Exchange. Last week 
the Council announced that the ac- 
counts of French public companies 
as audited by commissaires aux comptes 
would not necessarily be acceptable as 
the basis of an application for quota- 
tion in London, and that accounts 
would be required to meet Britis 
standards of disclosures and audi 

Determined efforts have been. 
by the French financial commun 
recent months to raise accounting 
standards, and the Commission des 
Operations de Bourse, as watchdog over 
the French securities market, has been 
able to achieve a great deal in pet- 
suading companies to make improve- 
ments voluntarily. For major French 
companies, however, quotation in 
either New York or London has 
hitherto been regarded as the acid test 
The 
London decision, which is tantamol 
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to insistence on the review of some - 
very substantial French. companies' 
accounts by British firms of account- 
ants, may cause these companies to 
consider again whether they, really 
desire a London quotation as a means 
of raising capital or .merély. for 
prestige. 

Speaking at last month's conference 
‘of the Association of International 
Accountants (The Accountant, July 
27th), Mr D. F. A. Davidson, F.C.A., 
of the international firm of Arthur 
Andersen & Co, claimed that no more 
than 60 per cent of the present register 
Of commissaires aux comptes were 
qualified as experts comptables, and 
that'certain aspects of French company : 
legislation operated as a disincentive to, 
the more highly qualified accountants 
accepting audit appointments. 


NUMOUR . 


HE SAYS HES 
A FAMOUS. 
ASTRO-NOUGHT. . 


THIS IS MY LIFE 
. The Evidence 
1 Shall Give . 


by An Industrious Accountant 


|: was 8.55 a.m. and as I approached the company car- 
park at a respectable 30 m.p.h., a black Mercedes loomed 
up in my rear mirror and flashed past at imminent risk 
‘both to my right wing and to the approaching traffic, 
.which swerved out of the way with indignant hoots. I 
recognized the driver as our deputy chairman’s son, 
discourteous and dangerous as usual. After commenting 
casually on the incident to our elderly car-park attendant, 

who remarked grumpily that he'd asked twice to have the 


Merc turned in for servicing as its back tyres were nearly: 


bald, I forgot the incident. ^ 

At 1o. 30 a.m. the managing director summoned me to 
his office. The deputy-c. was with him, both tightlipped 
and tense. There had been an accident, said the M.D.; the 
Merc had blown a tyre, mounted the footpath, injured two 

pedestrians; and suffered substantial damage. Would I 
kindly contact our insurers? 

As his son was only doing 25 m.p.h. he was fortunately 
unhurt, interjected the deputy-c. The wet road, and 
probably a brake failure, was responsible. Here was the 
boy's sketch showing the ‘before’ and ‘after’ positions in 
King Street, at, about 9.15 a.m. 

The sketch showed he was coming back from the centre 
of town towards the store, F remarked, and the deputy-c. 
explained — after a short thoughtful silence — that ‘his son 
had picked up some parcel at a shop thereabouts. Well, yes, 
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i Revenue. Study on Share 
Incentive Schemes ` 


EN the proposals in the 
Finance: Bill concerning share ` 
option and' share incentive schemes 
were being debated during the Com- 
mittee stage of the Bill, ithe Chief 
Secretary to the Treasury said: “It 
is not our intention that these schemes 
should be confined to executives only. 
Incentives via shareholdings for men: 
on the shop floor are equally valuable 
but they raise different issues, notably __ 
the need to protect the individual's | 
capital and to recognize that there is 
inevitably à much less direct link 
. between the value of the shares and 


hon. friend the Chancellor'is having-a . . 
full study carried out into- how these ^ 


a private parcel, undoubtedly . . . so what? Did that make 
any difference?" 

The M.D. sparked off mu quicker. Was there an 
implication that the boy wasn't on company business at the 


time? he asked, so I pointed out that as he presumably 


hadn't called in at the store, that was the case. Legally, one ` ` 


was not regarded as being at work if one was merely on the 


. way to work. Offhand, without having a look at our insur- 


ance policy's small print, I didn't know just what — if 
anything — was implied, but I'd report back as soon as. 
possible. ; 
There was another lenge: Clearly thoughts too deep for 
words were being revolved. The deputy-c. said slowly ` 
that for all he knew his son had checked in at the office; 


` he'd just have to find a witness or two to confirm it. The- 


M.D. said that he assumed it wasn't relevant in any way ` 
that the car had been allocated in the first place to the " 


deputy-chairman, since that director—by custom and .- 
tradition — was authorized to delegate it to any other”: 


appropriate person at his discretion. 
I asked as casually as possible if. we knew why the tyre ` 
had blown out. Was it a puncture, or a failure — or could it ` 
possibly have been bald? 'The deputy-c. said sharply that 
it was possible but unlikely.. . . of course, he'd driven 
extensively on business trips during the week or so and: 
could have worn down.the treads without noticing. 


. Nowadays, however, tyres tended to be-dashed unreliable; `- 


garages could fit ‘seconds’ without being spotted, or even : 
swop old tyres on the cars of unsuspecting customers. 

The M.D. said he'd asked the transport manager to ` 
check whether any bald tyres had been reported, though `: 
he was sure this wasn't the case, naturally. If, of course, ` 
such a report bad been received and ignored, he'd have no 


' option but to take very drastic disciplinary . action. 


Meantime, what about that insurance?  , ; 
Somehow, I -foresaw trouble ahead, if the deputy-c.'s Š 
infuriated expression meant anything. | 


the individual's own efforts. My right -. 


. ` 
` 
zs 8 
— , 
‘ 
. 
» D 
196 ‘ wt ` 
- P 
. ft 
. ` £ SÉ LX 


" schemes for employees generally can ` 


“be given greater encouragement’. — 
-The Board of Inland Revenue 


have announced that in connection 


"with this study they would be glad 
to receive the views of any interested 
persons. as to the form that share 


.-jncentive schemes etc, of a nature 


suitable for wide application, might 
‘take. These views should be addressed 
in writing as soon as possible to Mr 
N. Wainwright, Room 54, New Wing, 
| sr E House, London WCaR 


. accountants, 
Inflation’. To be opened by Mr.C. 


AECH = we 

`. “ACCOUNTANT | 
Netherlands | 
Accountantsdag 1972 . 


p theme -for this year’s’. E 


countantsdag”, held annually by 
the Nederlands Instituut van Register- 
will be 


Snoep, President-of NIVRA, at 10 a.m. 
on September 21st, at the Congres- 
gebouw De Doelen, Rotterdam, the 
proceedings will be: simultaneously 
interpreted into English,. French and 


“Living with 
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^ "Speakers will include Professor Dr 
C. Goedhart of Amsterdam University, 


Pfofessors Dr L. F. van Muiswinkel 
and Dr L. Traas of the Free University 
of Amsterdam, and. Dr H Mei, 


registeraccountant. Accountants from 


other countries are welcome to attend 
the Accountantsdag; and anyone in- 


terested is invited to write to NIVRA 


at Amsterdam, Mensinge 2, RO .Box 
7984, for ar admission card, copy of 


. iLB. j German. 
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 Deterring Dividends 


Isit 1966 in Reverse? 


by D. P. STEWART, A.C.A. 


ES Ge involved with company tax matters will 


remember the introduction of corporation tax in 


1965 and, in particular, section-83 of that year’s Finance Act. 
The new corporation tax introduced:a bias against distri- 
buted profits by separating the tax payable on profits 
. from a further tax charge payable as a ‘result. of distri- 
butions. The new rulés on distributions did not come into 
effect until April 6th, 1966, and this was some months 
after the necessary legislation had been passed. This gave 
companies an opportunity to Dag out dividends somewhat 
higher than they might otherwise have paid during the 
' fiscal year 1965-66, before the new rules took effect. . 
The Government, realizing the possibilities, had in- 
` eluded section 83 in the 1965 Finance Act, which laid down 
rules for calculating the maximum dividend a company 


could pay during 1965-66. Any dividend paid by a com-. 
‘pany in excess of that amount was treated as being paid on ` 


: April 6th, 1966, and the Ge had to pay tax accord- 
^ ingl 

l “The rules of section 83 were very wide, and within its 
limitations many companies were able to carry back 
. ` dividend payments that would normally have been made in 
'. 1966-67. into 'the preceding tax year. This caused a sub- 
. stantial loss of revenue to the, Exchequer, although the 
^. Chancellor did recover some of the Jost tax by charging a 
, IO percent levy on.surtax payable on income arising in 

1965-66. 


! 


imputation system. 
This year’s Finance Bill hás seen die resttucturing of 


corporation tax.to take effect from April 1st, 1973. Under 


the new system, called the imputation system, there, is still 
a division of the company's tax liabilities and shareholders’ 
liabilities, but the company is allowed relief when cal- 
culating its own liabilities.for tax paid as a result of divi- 
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dends. When making à distribution after ‘April 6th, 1973,. 
a company will also have to pay to the Revenue ‘advarice 
corporation. tax’ equivalent to three-sevenths of the 


distribution. All the -advance ‘corporation tax paid by a 
. company during an accounting period can, subject to 
, certain. restrictions, be set off against the corporation tax 
‘liabilities for.that period. Dividends paid up to April sth, 


1973, will continue to be subject to deduction of inconie: 


tax at the standard rate. Many companies will therefore feel . 
. inclined. to defer thé payment of dividends ` from this 


current tax year to 1973—74 so that they can obtain relief. 
Thé answer is not quite so straightforward, but nonetheless 
there are substantial benefits that can accrue from deferring 
the payment of certain dividends. On this occasion it will. 
not usually be necessary, or-always even possible, to cross 
fiscal years in order to achieve the desired effect. 

"To understand the transitional provisions it is necessary 


to study the Finance Bill, and in particular paragraphs 


1-5 of Schedule 23. Paragraph 1 states that a company's 
‘straddling period” or.change-ovér period is its accounting 
period beginning before April 6th and ending after April 
sth, 1973. A company with a December 31st year-end will 
therefore have its ‘straddling period i in the year to December 
318t, 1073. > | 

Paragraph 2, very broadly: states that when’ calculating 
the advance corporation tax- available for set-off against 
the corporation tax liabilities for a company's straddling 
period, it is not simply a question of taking tax on the 


. dividends paid after April 6th, 1973, but instead of 'cal- 


culating the proportion arising after April 6th, 1973, of all 
dividends paid during the whole straddling period. In the 
example of a company with a December 31st year-end, that 
company when calculating its own corporation tax liabilities 


' for the year to December 31st, 1973, will be able to obtain 


relief, not for the actual ACT. paid on dividends between 
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April 6th and December 31st, 1973, but ona er figure 2 


equivalent to the tax on o ; of all dividends paid SS the 


year to December `3 Ist, QM 
This is the really critical point — particularly: as so many 


companies are, or shortly will be, in their straddling periods n 


and theréfore in a position to affect’ their ACT, relief 
for that year. All companies with accounting dates other 
than April sth may be able to obtain additional relief by 
deferring dividends into their straddling periods, and even 
a company with an April sth date may be able to do so if it 
can satisfy the complex transitional arrangements covered 
in paragraph 3 of Schedule 23. Further relief may be 
obtainable by ens later dividends normally payable 
in the straddling period into later accounting. penods 


ser 


| Practical examples 


To highlight the effect of deferring a dividend, the iud 
contained in the Government's White Paper (Cmnd 4955) 
really illustrates the point. As, set out, it illustrates the 
trahsitional arrangements as follows: 

- A company makes up its accounts to December ' 318 and 


makes profits in each accounting period of £450,000. It pays 
dividends: 


March 1972 £100,000 gross (Final for 1971) 
` December 1972 £50,000 gross ` (Interim for 1972) ' 
, March 1973 £160,000 gross ` (Final for 1972) 


December 1973 £35,000 gross . (Interim for 1973) 

The first three dividends will be paid under deduction of 

income tax arid. the last will be paid’ net with the company 

` paying ACT of £15,000 (i.e., 
. making it equivalent to a gross dividend of £50,000. 

The company’s tax bill for 1973 works out as follows: 


(a) Under the existing system, the company is ` £ | 
- liable'to corporation tax for January to March | 


on one-quarter of £450,000 at 40 per cent ' 45,000 
The company accounts for income tax on the - 
March dividend of £100,060 at 38: 75 percent 38,750 


(b) Under the- new system, the company is liable 
_ to corporation tax for April to December on 
three-quarters of {450,000 at 50 per cent= 
£168,750. However, instead of the ACT 
actually paid on the December-dividend of 


£35,000 (three-sevenths x £35,000) 15,000 
It is treated as having made notional ACT: 
payments of £33,288, giving a mainstream | 
liability of £(168,750—33,288) 135,462 
) £234,212 


The notional ACT of £33,288 is calculated on the basis: 


of the total dividends, including ACT, paid during 1973 
(ie. £150,000). apportioned according to the part falling 


2m). 


after April 6th, 1973, (i.e. ~~ 


l 


For obvious reasons the White Paper does not go on to 
explain what would happen if that same ‘company deferred 


the interim: dividend originally: payable i in December 1972, 


until January 1973. The calculation is then as follows : 


(a) Under the ‘existing system, the company is £ 
liable to corporation tax for January to March 
on one-quarter of £450,000 at.40 per cent .. 
, The company accounts for income tax on the 
March dividend of £100,600 at 38-75 per cent 
Ke income tax on the January I973 dividend 


45,000 
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three-sevenths of £35,000) ` 


38,750 | 


So lm. cac 


^ is ignored, for comparison purposes, as it is no 
different from the tax that would be payable on 
the same dividend if paid in December 1972.) 
(9) Under the new system, the company is liable 
to corporation tax for April to December on 
three-quarters of £450,000 at 5o per cent= | 
£168,750. However, on this occasion, instead 
of the. ACT actually paid ón the December - 





dividend of ^3 5,000 (three-sevenths | x 
- (35000) 15,000 
It is treated as TA made notional ACT i 
payments of £44,384 giving a mainstream a . 
liability of £(168,750—-44,384) 124,306 
: 4,223,116 


The notional ACT of £44,384 is calculated on thé basis 


of three dividends totalling £200,000 paid during the year 


to December 31st, 1973. The fraction of SC for arriving at 
the proportion after April 6th, 1973, is unaltered. 


qu 


By deferring its dividend perhaps just a few days, me | 


‘company will have saved itself £11,096; and although 


making the shareholders wait a short while for their divi- 
dends, 1t will not affect those shareholders' surtax liabilities. 


Deferring a dividend, as illustrated in the example 
above, may seem too easy, and, indeed there are provisions 
for restricting the advantages that a company can obtain. 
These provisions do not apply, however, where the 
following three rules can be satisfied: | 


(a) The company was resident in the UK and carrying on, . 


business throughout 1971~72-and 1972-73. 
(b) The excess of the distributions made by the company in 


1972—73 over franked ihvestment income received is not 


. less than the corresponding figure for 1971-72. . 
(c) That the company was not at any time in its base period 


after April 5th, 1972, a 51 per cent subsidiary zx a com- . 


pany resident in the UK. 


Deferred relief ` f | f | 
These three rules will be met by the vast majority of 


companies. As will be seen from the example above — the ` 
deferring of the dividend from December 1972 to January ` 


1973 does not move the dividend from the ‘fiscal year 
1972—73, and therefore, so long as that company’s dividends 
were not more than xo, ooo during 1971—72, then divi- 
dends have not decreased during the following year and the 


complex provisions contained in tue rest of Schedule 23 ` 


do not apply. 


It is for this reason that a company with an April sth ,. 


year-end may have problems, for if it were to defer -a 


dividend from one accounting year to the next, it would also | ' 
cross fiscal years, and needless to say, there are also special 


provisions dealing with changes im accounting dates. 

For companies paying an abnormally high amount of. . 
dividends during the straddling period, the relief for 
notional ACT may not always be immediately available. 
due to restrictions. on the rate at which ACT can be 
claimed. "This problem would not affect the company 
illustrated above, but would affect a company with a very 
low dividend cover. Where the relief is not immediately `, 
available, it can be AS forward to a later Ee 
period. 3 x š 
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Taxation 
Cases 


Holland v. Geoghegan | 
\In the High Court of Justice (Chancery Division) 
rane I5th, 1972 .. | 
(Before Mr Justice FOSTER) | 


Income tax — Employment — Refuse collector — Totting — Sale of 
items of salvage — Abolition of totting — Lump-sum payment — 


Whether a taxable emolument — Income Tax Act 1952, section x 156 


— Finance Act 1956, section 10, Schedule 2 


Prior to 1959 it was the practice for refuse collectors to pick out 
items of salvage collected by ‘them: and to sell the items to 
- dealers and others and to retain the proceeds for themselves. 
"This practice was known as 'totting'. In Williams e. Phillips 
it was decided that the practice amounted to larceny and as a 
result of that decision the Salvage Agreement came into force 
in the Borough of Lambeth in June 1959. | 

At all material times the taxpayer was employed by the 
borough as a refuse collector on a service contract by which he 
could give one week's notice to terminate his employment. He 
became subject to certain rules to be observed by men engaged 
. in the collection of refuse. By Rule-11 all salvage materials in 
the dustbins or put out beside the dustbins for disposal, had to 
be placed in the trailer; totting and. Sorting of refuse was 
strictly prohibited and miscellaneous receptacles, sacks, etc., 
were not to be hung inside or outside the veliicles, and. the 
collection and disposal of salvage was to be carried out in 


accordance with the Salvage Agreement made between the . 


trade unions and the council. By Rule 12 the council staff were 
strictly prohibited from soliciting gratuities, and anyone 
receiving any article of salvage value during collections had to 
hand it 1n and permission bad to be obtained for the removal of 
such articles from the vehicle or depot. The council was to 
provide and maintain.two trailers per refuse collection team and 
was to provide suitable storage places at the depots. All salvage- 
able materials were to remain the property of the council until 
-they were brought into the appropriate depot, and then they 
became the property. of the team and were disposed of by the 
team through authorized dealers. 

These rules and the Salvage Agreement remained in force 


until -1969. In 1968 the borough wished.to start a new con-, 


tainer system for collecting refuse, but the system could not 
operate while the Salvage Agreement remained in operation. 
Accordingly, the borough gave one month’s notice to. terminate 
the Salvage Agreement and the notice, extended from time to 
time, finally expired on January 24th, 1969, when the refuse 
collectors, including the taxpayer, went on strike while remaining 
employees of the borough. - 

In 1967-68 the taxpayer was EH under Schedule E 


` 
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in iie sum of js for the money which he had received from 
the proceeds of a sale under the Salvage Agreement. 

On February 27th, 1969, there was an agreement between 
the borough and the employees in question represented by 
their trade unions. In the agreement it was stated that: 


. “The Council intends to compensate the workers for the loss 
of earnings due to the termination of the salvage scheme on 
January 24th, 1969, and the Unions declare their intention to 
co-operate with the Council in action to that end.’ 


The agreement went on to provide as follows: 


‘Compensation: 4.2 That a payment of £450 be made to the 
individual employees who were in the Council's employment 
on January 24th, 1969, and who are in post at the date of this 
agreement, in respect of the loss of all SERE DEN due to the 
-termination of the scheme.’ 


As a result of this settlement the respondent ed to work 
and received the sum of £450. The Epa was assessed in the 
sum of £450 under Schedule E. 

It was contended for the taxpayer that after the borough had 
ended the salvage rights by giving effective notice, the trade 
unions could seek to reópen negotiations to secure further 


_ salvage rights: that the lump-sum payment was made to-secure 
the agreement of the unions not to try to reinstate salvage rights 


in the future; and that the borough secured: the release of its 
obligations to provide facilities under the Salvage Agreement, 
for example to provide sites and. salvage huts and to consider 
the suitability of dealers and become free to dispose of the 
salvage material to the best advantage. 

It was.contended for the Revenue that it was immaterial 
that the taxpayer was not bound to work longer than a period of 
seven days after he had given notice; and that the £450 was 
remuneration substituted for the taxpayer's former right to 


-. share in the proceeds of sale of salvage. 


The Special Commissioners decided in favour of the taxpayer. 

Held, reversing the decision of the Special Commissioners: 
the £450 was a taxable emolument of the taxpayer’ S employ- 
ment. 


In the High Court of Justice (Chancery Division) 


June 22nd, 1972 


' (Before Mr Justice PENNYCUICK) 


Income tax — Emoluments — Pilot in Dutch atrline ~ Family home 
in England —:Stops in United Kingdom on flights elsewhere — 
Whether duties in United Kingdom merely incidental — Whether 
resident in the United Kingdom — Finance Act 1956, sections ES 
II. 


"Throughout the relevant years the taxpayer was employed as a 
pilot of KLM Airline, with his base at Schiphol airport, 
Amsterdam. He had been so employed since 1948, and until 
1955 lived with his wife and children in Holland. In 1955 his 
wife bought a house in.England and thereafter the family had 


their home there. He continued to be employed by KLM and , 


as far as his employment allowed, he commuted between his 
home and Schiphol airport, travelling by car to and from 
Heathrow airport and as a passenger on air flights to Schiphol 
and vice versa. There were about 16 BEA or KLM flights a day 
between the two airports arid as á KLM pilot he was entitled to 
travel at reduced fares. 

He was a higher grade pilot flying aircraft from deeg to 
places in various parts of the world, mainly North, Central 
and South America and back, He always commenced flying as 


`a pilot from. amam and returned there. On a relatively: 


wei 
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~ small geen of flights be bad ile at, and taken off from 
airports in the United Kingdom, but on no occasion during the 
relevant years had he commenced flying as a pilot from. the 
United Kingdom. The total number of take-offs and landings 
made by him in all countries during the relevant years was 811. 
- Of this number 773 took place outside and 38 inside the United 
Kingdom; 16 out of the 38 landings in the United Kingdom 


were on charter services, which were outside his regular duties. ` 


° Out of the total number of 811 landings and take-offs only 22 
were charter services including the 16 EE in the United 
Kingdom. 

He was paid a fixed monthly salary and was aora on the 
basis that he would undertake flying duties as a pilot for KLM. 
on any of the routes open to KLM under international agree- 
ments on which the taxpayer was authorized to fly. He was 


entitled to specified rest periods during which he was able to. 


commute to and from his home in England. He was entitled to 
a month's holiday each yen and these he took outside the 
United Kingdom. 

Me was expected to be on call and able to be at Schiphol 
airport within an hour. He rented two rooms near the airport. 
In each of the relevant years he spent in the United Kingdom 
periods amounting to less than 60 days inclusive of days when 
he landed on flying duties. Then he would generally land only 
for 45 to 60 minutes before continuing his journey. However, 
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sometimes on s flights he had. to wait for an hour or so to 
refuel. 

It was contended. for the taxpayer (i) that before 1956 a a 
person who worked full-time abroad and who had an available 
place of abode within the United Kingdom was resident here iñ 
any year of assessment during which he visited the place of 
abode for however short a period: Lloyd v. Sulley; (ii) that. 
section 11 of the Finance Act 1956 was enacted to alter the law; 


(iit) that in each of the relevant years his duties fell to be per-. : | 


tormed substantially outside the United Kingdom as required 
by the section; (iv) that the underlying purpose of the reference 
to ‘merely incidental’ in section x1 (3) was to provide for 
periods which were of short duration by contrast with sub- 
stantial periods spent outside the United Kingdom, and that ` 
the taxpayer’s duties in the United Kingdom were merely ` 
incidental to the performance of the other duties outside the > 
United Kingdom within section rr (3) of the Finance Act 1956. ` 
It was contended for the Revenue that the taxpayer's duties 
in the United Kingdom were not duties the purpose of which 


` was merely incidental to the performance of the duties abroad; 


that section 11 (3) was not applicable; and that the taxpayer 
was resident in the United Kingdom during the years under 
appeal. 
The Special Commissioners decided in favour of the Revenue. 
Held: the Special Commissioners' decision was correct. 


Accountancy Education 


The Future of the Public Sector | 


i 


by W. M. ALLEN, T.D., B.A., LL.B., 
Secretary, Education Committee, 


The Institute of Chartered Accountants in England and Wales 


|^ 1969 I completed a paper designed — as is the duty of any 
good secretary — to exercise a persuasive influence upon my 
` Education Committee. Its opening paragraphs read: 


‘Prophecy is at best an uncertain art — it is anything but a 


science. It has, however, the merit of causing men to look to^ 


the future and attempting to relate lines of advance accordingly. 
It has been said that the only thing which is certain in education 
is that what we are planning for now will not be that which will 
in fact emerge in future years, for other views will predominate 
in due course. In other words, we are planning for a tomorrow 
and beyond which we know will be different from today but 

. the form of which we cannot predetermine with precision. 
'Chartered accountants are important people in a changing 
society. Students of today will be making their major contribu- 
tion in the profession in about 20 years’ time. By 1989 the 
industrial world may well be as different from that of today as 
today's is different from that of the 19th century. Any planning 
must take into account what the community is likely to be in 

. 20 years (or more) from now. 


A-paper presented to this year’s summer conference of the Association 
of Lecturers in Accountancy. The views expressed are personal to the 
author, and do not necessarily reflect those of the Council of ‘The 
Institute of Chartered Accountants in England and Wales, or of its 
Education Committee. à 


“Most of the large-scale reviews relating to the future of the 
accountancy profession which have taken place throughout 
the English speaking world in recent years have all recognized 
the need for a long view — for example, the Vatter Report in 
Australia (1964), ‘Horizons for a Profession’ in the United 
States (1967) and Dickerson for The Institute of -Municipal 
Treasurers and Accountants in the United Kingdom (1965). 
These views — and others elsewhere — have, moreover,, the 
merit of being independent in the sense that they were not 
conducted by the profession itself. It is more than likely thata- 
scheme for the future of the profession in the United Kingdom, 
if undertaken in a similarly independent way, would have. 
produced proposals substantially at variance with those now 
appearing in the official schemes for the future of the pro- 

. fession published in 1968.’ . . 


I would now add to the last paragraph references to the. 
Beamer Report (1969) (‘Education and Experience Require-. - 
ments. for CPAs’) and to two publications of the Scottish : 
Institute, i.e. ‘Tomorrows CA in the Making’ (1970) and its 


“Declaration of Intent’. (1972). I am aware that I may well be. 


accused of discrimination in that there is no reference to recent 
pronouncements. by other accountancy bodies in the United . 


‘Kingdom. By reference to the document ‘A Policy for Education 
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: and Training’ issued i. ES English Teine: in May 1972, my ` 
. answer would be that most pronouncements. have been short- 
. term in character. The English Institute’s:is avowedly so — one 
` Critic has said that its proposals will last for five years from now, 


l i. e. Jost until the date NR itis likely : SEN to in 


- 


y TM : e UR 


“The Solomons enquiry . ne 


It is not for me to attempt in any way to tell Professor Solomons ` 


. what' he should do; his terms of reference have been set out very 
fully. for’ him — or should I not say that he himself in his sub- 
| mission to the Advisory. Board of Accountancy: Education did . 
SO. . ^ 


+ 


-Thr SÓLOMONS Lone ‘RANGE rem ` dë 


Terms of reference. 


7 N 


(a) Geheral education requirements for entry to the professis 


' (b) The content of professional education — curriculum, dura- 
. tion and timing of study. 


n (cy The organization of professional education. The division of 
responsibility for its.provision. ~, 


(d) 'The place of practical experience — quantity, quality; prob- 
lems of supervision. Should it be a pre-requisite to qualifi- 
. cation? How should education and training be related to 
-each other, as regards timing and division of responsibility? 

(e) The nature- of examinations, How ‘should professional 
competence be tested? 


(f) Continuing professional education. EE quali- 
_fications and EE . 


qe P e 


proféssion: i | o 


. (J) Relations with other social leona: -e. >g. cehtral and. 


local ' government, other professions: (such aS he legal 
E nS DD SO. e! 


There ‘may ‘be some argument as to whether the last two, items S. 


` should not precede thé remainder, but that is unlikely to make 


much. difference to the outcome. It is much more RD to. . 


‘ask how fundamental the i inquiry can be. 


It must be fundamental — that is certain ME even hough 


- 12 months or thereabouts may well prove to be a shorter period 
of time than Professor Solomons would have wished. In another 
respect, too, it would be wise not to expect too much. The: 


‘Inquiry must look-ahead, it must take the long view and, as the: . 


: press-handouts have suggested, it must look from the 1970s 


towards the end of the century. But can we'réally expect any: 


sige to forecast with’ any degree of precision the variety of : 
functions which the accountant is likely to be performing i in the 
- society of, say, the year 19992 - > 

^^ My own view, therefore, is that time alone iust introduce 
. limitations; ‘one. cannot investigate ' everything in one year. 


|. One can; hope; however, that if time is against the fulfilment of 
the project, there will be a concentration on essentials — even to . 
the extent that particular. areas which may not have been . 


~. sufficiently examined might be the subject of subsequent. and: 
` Separate inquiries later, if the profession 18" prepared to act in 
this way. ` -`` 

Rest assured that I who gen with the. Sólomons ` 
. Report to be will talk of any forward thinking as ‘visionary’ and . 
any future prediction as ‘guesswork’, But it must be forward- 


looking and thinking. There is ample evidence i in our ówn.society: 
of the way.in which other professions are starting to tread ` 


certain paths. There is evidence: to be obtained from, other 


_ English-speaking countries throughout” the world. -And, not. 


— least although mostly very different; there is need to study the 
role of the profession in Europe which in time will hàve.marked 
effects on the profession i in the Vaneg Kingdom, and Vice versa.” 
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Cos -operation ` | M 


Do we really know why ee failed? We i can make in- 
telligėnt guesses based on some-evidence, albeit a little limited, 
that among the principal reasons were: | 


(a) Hostihty. to training outside the practitioner" S office; - 


- (b) The changing of the chartered image from purely pro- 
fessional to’ include industry or public service; 


(e) ‘Dilution’ of a chartered: institute - especially from newly . 
, admitted members. 


_ Does this mean that co- -operation in the field of education ana 
Pone is no more? There is close co- operation in many other: 
` fields, e.g., in technical matters, ori accounting standards and on 
^ parliamentary matters. Can it be extended? 

, be Advisory Board of Accountancy Education was both 


> 7 conceived and born prior to the failure of integration, and is 


coniprised, not’ only of. representatives of the six leading . 
accountancy bodies in the British Isles, but also of members 
from universities, polytechnics, other colleges and the CNAA, . 
and of students. Its potential, therefore, is.considerable. There ` 
ought to be every reasonable: prospect of the Board acting. as a 
forum for tlie expression of a variety of opinions. ‘It is, however, 
an advisory body only; it has no executive authority. 

The Board, in my view, will only-operate successfully. if there 
isa willingness on the part of the six participating bodies to work 
to a common purpose. To date it has been little more than a 
talking shop where a collection of individuals with a common 
interest has spent a pleasant (and sometimes a not so pleasant) 
afternoon. Its future will, in my judgement, depend upon the 
. extent to which the six bodies are prepared not just to talk but to 
recognize that the Board is trying to give advice which should be ` 
acceptable to them all. It is not the forum in which these bodies 
should either-attempt to air their own differénces or to take up 
those out-of-date established: positions in which the professional.. 
and the academic appear to be on exactly opposite sides. The 
Board is primarily a place where all should be able to talk” 
freely. and from which there is some hope that information and 
ideas will flow back to the professional bodies. 

, There are many obvious common signs of advance and the 
Board -should do all in its limited power to encourage these 
developments. T. Ku | 
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‘I seem to have heard Professor Solomons say nee ‘An account- 
ant is an accountarit' — meaning; 1 believe; that his approach to 
his inquiry will be on the basis that there is one accountancy 
' Profession, that the initial training for all' accountants is the 
same and that.it is only later that they develop-their differences 
and their-particular expertises.. This reflects entirely my own 
“view. Accounting, economics, law and statistics are probably 
‘the basic foundation subjects. of any accountant, and it makes no 
difference at the first level whether the individual intends to ` 
become chartered, certified, municipal, industrial or any other’ 
type of accouritant. This attitude i is already réflected in the wide 
recognition. which the accountancy. bodies: give to degree ` 


courses which include 'thesé subjects: Surely it is equally. 


necessary to recognize this attitude for all entrants who come to. 
‘us: other than through professionally relevant degree courses — 
“J am thinking not-only of the vast present-day non-graduate 
entry to the profession but algo of those many hundreds of 
graduates who, not having read these relevant subjects, need - 
some form of “conversion” before they undertake studies for 
, their later professional examinations. The first steps in account~ 
‘ing, in economics, in law and in statistics are not only necessary 
to all these entrants — they are the same steps for any accountant 
irrespective of his ultimate qualification. The Advisory Board. 


l could perium a great service to the profession by the Leet 
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of a modular approach at this stage. By so doing it could also m 


-make a substantial contribution to the economical use of scant” 
educational resources. ` 

I suggest that we are all aware that accounting with its 
related subjects can only be taught. effectively if we recognize. 
that dispersal of effort into an excessivé range of institutions will 
lead to inferior teaching at many of these. This is one problem 
which I would like to see included in the project of Professor 
Solomons. Ideally, of course, I would like him to determine the 
numbers of accountants Which are required — at higher and 
lower levels - in, say, thirty years’ time and then to assess the 
number of institutions required. But this clearly.is‘an impossible 
task. The message which I am trying to convey is that, at the 
professional level for the qualification of membership of most of 
the six bodies, we are dispersing our efforts into far too many 
institutions: 

Nothing is more disturbing to me than to find that more and 
more colleges are commencing new courses designed for Parts I 
and II of this body, or the Intermediate of that, or Part I of 
another and so on. Í do not think that other leading professional 
bodies contemplate a dispersal of this order — in total over 200 
colleges can be said to be taking part. Some of this will in a sense 
change character in that, with the introduction of second tier 
arrangements among most bodies; there may presumably be 
fewer colleges able to provide the higher standards for their top 
tier entrants which the profession 1s seeking to achieve. 

I do not wish to dwell at any length on the argument of 
‘polytechnics versus non-polytechnic colleges. "This distinction 
has had unfortunate consequences in that, for example, colleges ~ 
with fine records of teaching accountancy subjects at the highest 
.professional level feel themselves squeezed óut of the arrange- 
ments planned by the English Institute. This is unfortunate. 
The profession does not willingly want to participate in any 
disputes about the willingness and the ability of colleges. What 
„Jit could do is to use the Advisory Board and its education 
advisers thereon to plan a more rational and an de- 
velopment. 

- I am sure that only a limited number of colleges is needed for-. 
the professional training of the qualified accountant, that these 
should develop as institutions of the highest possible standard 
(both inside and outside the universities), that not all poly-: 
technics will either be suitable or capable, and that there will be 
other institutions which are more capable of this advanced 
development than some polytechnics which participate at 
today’s date. ` 


Graduate entrants 


The Scottish and Irish Institutes seem well on the way to 
becoming a graduate profession, and their intention to move to 
that position has been stated publicly. The English Institute is 
moving in the same direction — 27 per cent graduate intake in 
1971 with 50 per cent likely by 1975—76 and perhaps 75 per cent 
or more by 1980-81. The IMTA seems to be going the same 
way. 

The position of the Association and of the ICMA seems a little 
less certain. There is littlé doubt; I suggest, that when these two : 
- bodies move to A-level entry from 1973 they will attract more 
A-level entrants and more graduates, but at present they are 
significantly below average in their intake of UK university and 
CNAA graduates: 

The profession needs more graduates; it will not maintain its 
existing standards unless it recruits more. The counterparts’of 
those who entered the profession in the 1930s with a good 
School Certificate are now. staying on at school, usually (though 


not always) in order to obtain a university or CNAA place. The - 


profession ‘has its ‘Standing Conference on Degree e and 
-the Accountancy Profession’ ; let it make full use of this. 
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Does the protean ‘want its graduate. entrants to have fol- - 
lowed professionally relevant degree courses? I do not think that ^ 


" “in present circumstances it can move too rapidly-{n that direction. ; 
Substantial. concessions are, of course, already made to them — 


exemption, normally, from three out of five parts of the pro- 
fessional examinations. But first things first. Let us encourage 
graduates to enter the profession. We should do nothing to 


deter the reader of history, languages; philosophy and other so `` 
- called ‘irrelevant’ subjects. 


There will come a day — it is certainly not yet - when it may. be 
as natural for a prospective accountant to read accounting and 


its related subjects as it is for a prospective doctor to reád ` 


medicine and for a prospective barrister or solicitor to read law. 
The Scottish Institute appears to see this day not far distant. 
We must recognize, however, that accountancy - is a young: 
subject of study at universities; in some it is not yet ‘respectable’. 


We are, however, seeing more > chairs of accounting becoming * 


available. 


There is a growing demand among recently qualified ac- ` 


countants to take up teaching — often by way of obtaining a ` 
relevant higher degree as a first step. This is most welcome. In 


' a variety of ways — not least through the P. D.. Leake and Lavy 


teaching fellowships — we will find in time that young men of 


potential will become available and that they will compete . i 


for vacancies at universities and colleges. This is all to the good. 


Given time, therefore, the situation is likely to change. When it ` 
` does the profession may be able to express the intent — as with 


Scotland — that if a graduate has not followed a professionally 


relevant first degree he must undertake some form of post: `- 
graduate conversion before he tackles his practical Ronk and his ` 


later professional examinations. 


Examination exemption 


Latterly there have been signs that the professional bodies are 


more willing to:grant exemption from their examinations than ` 
was formerly the case. The Standing Conference at its meeting 
in September 1971 crystallized its views in a statement which ` 


provided for what has come to be called ‘Stage I and II recog- 
nition’. Stage. I reflected a degree or sub-degree course in 
professionally relevant subjects conferring exemption from an 
earlier examination or parts thereof. Stage II represented ' a. 


course at degree level in which accounting was read in depth and -. . 


. which on that account would yield further exemptions at later 
examinations. 
This ‘loosening up’ is, I think, very much to be welcomed. It 
is welcome in the sense which I have already indicated, namely . 
the need to attract more graduates and especially those who have 


read one or-more related subjects. It is welcome also in that we - 
should recognize, at least by reference to some of our pro-' 
. fessional examinations in the pre- -final stage, that they often do > . 
not provide for an in-depth testing of students in the way that al 


degree examination should.and often does.  . 
I believe that the profession would do well to des the 


extent to which a subject can more adequately be covered in a ., 


degree examination than it is at present covered in a professional 
examination. The profession rightly should demand the last 
test of a prospective entrant as it should control entry to itself.- 
But there 1s still too much testing again by the profession of that 
which has previously been covered by the student — sometimes 


Lin his degree course but also in, say, his HND course. 


More relevant degree courses are being recognized; so-called: 
‘subject for subject’ exemption is being extended; the HN ran 


: Business Studies is finding itself acceptable, at least at Stage I. - 


All of this is to the good. It will mean that the ‘profession will 
make more and more use of universities, and colleges for the - 
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purpose of courses.giving total or partial exemption from some: ; 


- of its Gei ‘tests, and that-it will also require: mE conc 
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` tinuing use of colleges fór courses leading to its later professional 


ACCOUNTANT E uA 


„examinations. If the profession is generous in: its provision of ` 
| “study time for students, it is not likely to find colleges un- 


responsive. 

‘The declaration of i intent by the Scottish Institute referred to 
a majority graduate intake at an early date and to the requirement 
` that non-graduate entrants should follow a two year full-time 
course leading to an HND in accounting. 'T'he English Instituté 
introduced the nine-months course on'a voluntary basis in 1966 


⁄ 


- and is proposing to members later this year that it should be 


compulsory for non-graduate entrants from the autumn of 1973. 
Other accountancy bodies whose students attend these particular 
courses. grant certain exemptions from their earlier teg 
-examinations. Ze - 

I believe that this will lead to an increasing move towards the 
' recognition of a foundation education’ based on the public 
. educational system, to be followed by a pertod during which, 
aided by that same system or by private tutors in competition 
P. with it, the student undertakes a period.of education and- 
. training directed towards professional examinations. I think we 
. must.contemplate seriously the strong possibility that — with 


some of-the accountancy bodies, at least — the position is not . 


far distant when there will be a substantial majority: of graduates 
enteriñg each year, which will entitle them to demand for non- 
graduaté entrants a two-year full-time course in professionally 
relevant subjects. The public educational system will have a 


. vital role to play in their education, and in conversion courses | 


i 


for ‘irrelevant’ graduates. 


- 
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Second tier membership 


"The scheme of integration provided for a second. tier of 


membership —-the ‘affiliate’ member of the proposed enlarged 


charteréd institutes. Following failure of the scheme, talk of: 


this tier appeared to die. Latterly, however, it has erüpted with 
force — except appareritly in the case of the. Scottish Institute, 
which has decided to have nothing to do with such an arrange- 


.. ment, although it recognizes that the HND in Accounting could ` 


well become an acceptable junior qualification for those who do 
not. wish to proceed any further. There are ‘technologists: and 


‘technicians’ in most professions, and we ought to be clear jn one . 


respect — à technologist is not a more-than-successful tech- 
nician, any more than a technician is a failed technologist. ‘These 
terms represent different routes to different qualifications. 
. The Mille > Report of 1967 to the Council of the Institute of 
Chartered Accountants of Ontario on the use of technicians 
- stated : i . 

“T'echnicians are now being used by practising firms and the 


. need for them will increase. Students are increasingly thought 
of more as trainees for professional status and less as a source of 


labour.’ Properly trained technicians can do effectively, and’ 


without harm to the profession, much of the work now. being 
done by, students. Technicians need not have the: broad 
education or intellectual capacity of those attaining professional 
standing, but require some post-secondary schooling and a 
practical knowledge : aoe SE to, the present inter- 
mediate student.’ i 


What are -the numbers of p m involved in the ac- 


' countancy profession? One way of making a calculation might 
be to add up the number of students who register annually with 


the accountancy bodies who have not reached two ‘A’ levels ot . 


higher standard and who therefore-will not be able to proceed 
. to the upper tier. Thus: 


I969" 1968 - 1968 
| : ." . ICAEW ACCA ICMA Total 
Tatian. Ge two ‘A? level MOLDE: 
.^ standard | 1,266 -3,972 3,903 9,141 
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plete a | professional qualification unde present circumstances: 
SZ, NE ICAEW ACCA ICMA ` Total 
Student registrations 1960 .. 2,992 -1,974 3.442 ` 8,308 
Student registrations 1962 .. ,3,293 2,639 4;697 ` 10,629 
Student registrations 1964. . 3,511 2,852 4,629 10,992 
Student registrations 1968 .. 4,039 4,460 5,763 ` 14,262 
` Student registrations 1969 . 4,232 4,486 6,115 - 14,833 
Net admissions 1966 - 1,698 363 137 2,198 
Net admissions 1969 — . 2,152 455 565 3,172. 


While there cannot' in any event be a direct relationship 
between student registrations and admissions, the differences 
between them are striking and indicate clearly what a high 
wastage rate exists. These young men and women might 
well be those who should be attempting a junior qualification 
which could be within their capability. There. is a very large 
potential field: for recruitment in the second tier. 

If technicians are to fulfil their proper function, they require 
a scheme of education and training to equip them. The system 
of national diplomas and certificates in business studies offers a 
most suitable case on which to build — and this is recognized by 
most of the accountancy bodies in their recent pronouncements. 
The ICMA proposes a second tier as ‘affiliates’ of that Institute; 
the IMTA provides for a technician grade although not within 
corporate membership; the English Institute.intends tó provide 
for junior staff but without in any way considering them within 
membership. All, however, have one factor in common - initial 
reliance on the ONC in Business Studies as a two year part-time 
system of foundation education for the technician. | 

It is fair to say that neither the OND nor ONC was intended ` 
to be a professional examination; they serve as an introduction 
to ‘business’ and therefore to a variety of professions. Although 
a large proportion of OND and ONC students register as stu- 
dents of one or other of the accountancy bodies, the accounting - 
papers are not intended to be in substitution for a professional 
type of intermediate (or equivalent) examination. Both the 
ICMA and the IM'T'A appear to recognize these limitations by 
providing for a qualifying examination set by the Institute. with 
means whereby the individual satisfying the junior stage may ` 

“step over’ to the upper route. The English Institute has made 

no such proposal, apparently regarding the ONC as sufficient. 

Is this realistic? Is there not a need for testing the skills of the 
would-be technician? The IMTA has stated explicitly — and 
logically — that “academic courses can make a substantial 
contribution to accounting technician standards, but such 
courses do not provide training in, experience of and tests of 
specific job skills in public service accountancy. Nor'do they 


. provide, as a professional institute does, a permanent forum for 


the exchange of experience or the maintenance of standards’. 

If we accept this link with the ‘ONC in Business Studies, 
there is a major contribution which the public educational 
sector Can make in the production of technicians.. For reasons 
indicated in the last paragraph, there is likely to be a professional 
test thereafter. Can the sector contribute to this? Or is this a 


. matter which will still continue to be covered by correspondence?’ 


` 


Links vvith tutors | 


Examinations are a part of the education process, and.a sub- 
ordinate part. Itis, however, idle to pretend that there is not a i 
place for a so-called crammer,to get a candidate through his 


` examinations. It is necessary to find a scheme of study, edu- 


‘Ase ‘second look is yielded by the following table which gives some - 


““Gdéa of the considerable number of students. who fail to 'com-- 
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cation and examinations which will not make ‘mere cramming’. 
sufficient — but let us not denigrate the private sector with its 
very high standards. On the contrary, ‘the profession has the 
problem of how to take advantage of their expertise. 

_ The first step is clear enough — to ensure that tutors in the. 
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public and private sectors enter into full potato with those - 


who determine education, examination and other policies. It is 
not sufficient for the accountancy bodies to hold periodic 


meetings with those interested parties; they should have the | 


r 
~ 


` 
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opportunity to speak freely on odd parties, subcommittees ) 


and committees, if not even in the Councils themselves. They 


are as important to the advancement of the profession- as any ^ 


other ‘sectional’ interest. 
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CN? Corporate Planning and ` 
| ME  Budgetary Control ` 


by D. E. HUSSEY, Bon: A.C.1.S. 


\ š ` 


| A total process of corporate planning embraces (among other things) the preparation of : 
: | ‘long- and short-range plans of various types, the expression of those plans in financial - 


terms, and a good system of budgetary control. [t is possible to have tight budgetary 


I p and plans are so closely: related, that some , 
find it difficult tó understand that they are in fact 
different, and are designed for different purposes. The 
fact that a long-range plan may be expressed in financial 
terms usirig the company’s standard accounting definitions 


does not make it a budget; neither does the ruling of a. 


few more columns, and the extension of.the figures to 
, five years hence, change a budget into a plan. 

A corporate plan tries to peer ahead into the fog Gadi 

_ surrounds our knowledge of the future, defining objectives 

and charting a course from the available alternatives. It is 

-a process which attempts to cope with change in an un- 

' certain world. The annual budget, on the other hand, is a 


control document. Each has completely different require-. 


ments for detail and the accuracy of data. ` 

One reason for confusion is that long-range plans should 
_ be quantified in the common denominator ~-money. Only 
in this ‘way can-the expected results of various strategies 
be studied: only in this way can the company see whether 
it is likely to achieve its objectives. In outline appearance, 
this quantification may resemble a summary of the: annual 
budget with a few more years added. 


The broad picture 


"The long-range plan deals with wide issues. It paints 
with the relatively broad brush of the sign-writer, rather than 
the delicate artist's brush used by the budgetary account- 
ant. Since the correct interpretation of any projection- into 
the mists of the future is to view each figure as if it were 
the most likely result of a band of possible outcomes, the 
‘broader brush is all that is necessary. It would be tedious 
to paint a large sign with an artist's brush of minute 
pipo. 


The budget, being a cómo document which is designed ; 


to stretch deep into the organization, has to be created.in 


much more detail. To. achieve its purpose it must show, in , 


The author is planning manager of Wander Ltd and Vice-Chairman 
-of the Society for Long Range Planning. e? 
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-control without long- range planning, although the reverse is by no means true. 


sensible units of control, every' element of expense or 
income which has meaning, and must assign this to areas 
of management responsibility so that the company is 
divided into units of accountability. This requires a very 
fine brush, and the approach used for planning 1s com- 
pletely inadequate. To use the planners' methods would be 
like trying to paint a delicate water colour with a I-in. 
brush; the result would be a mess. 

Kirby Warren (Long Range Planning: The Executive 


Viewpoint, Prentice-Hall, 1966), in his now-famous study, - 
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"asserted that one of the problem areas of planning. is. `. 


^- 


‘confusion between long-range planning and one of its 


major parts or elements' — for example with an extended ` 
budgeting operation. The fact that such confusion exists . 
in some UK companies was confirmed in Irving’s study ` 


(Bradford University 1970). Ringbakk, writing on ‘Why ` 


Planning Fails’ (European Business, Spring 1971) stated: 


“That extrapolative and financial projections are confused’ ` 


with planning is another major pitfall ..: More fundamental 
qualitative thinking is required’. And in yet another 
article, also based on his survey work . (Long Range Plan- 


ning, December 1969), he said: Most planning 1 is chárac- 


terized by undue quantitative and financial concerns. 'This 
often represents a meaningless numerical exercise since the 


major factors causing sales and growth are often not ` 


considered 1n any detail” | 
One of.the main ‘purposes. of corporate planning i is to 


create a continuing process in the company which identifies ` - 


more opportunities, which foresees more ‘of the changes 
which affect every firm, and which ‘stretches’ the whole 


company to do better, It charts a decision path into the ' 


future. Yet by its very nature it deals with uncertainty and. 


is subject to change, and' of course such change may be - 


in both the strategies the company is following, and in its 


expectation of the results of those strategies: In turn, this. 


may bring a-need to modify, add to, or réject a particular 


element of strategy, or to implement a contingency plan. 


Accuracy in long-range planning, . or more particularly 


e 


e 
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“in the e di financial Se dë Wë PE is’ fave Bon overlooked thus become: more Bisous. anid itis. 
:» useful buti is not an, end iri itself. "There: are studies which. - more difficult for a short-terin action to be budgeted, which- - 

show how accuracy can be improved, but thése raise doubts” d$ against longer-term. interests: -an example is of the 
=< that such methods are béneficial ~ many believe that most“ company which cuts back on R-& D in the budget, although ` 
- Of the value of planning lies in the: planning processes: and ` its main strategy calls for increased R & D effort to provide . 


“the greater ‘awareness and adaptability of the company, 


and that accuracy -is ‘only achieved at the Sacrifice of some: 2 


x of these attributes. , 


a” ` Ma 


Not ‘academic: "SECH 


‘Long-range planning i$: not an. academe exercise.: No 


- planning system: is. “worth while, unless it is. linked to a 
method of control. The best strategy in the.world will not 
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. happen just because it is written into an elegant top man- ` 
agement document. Someone must go dut and implement | 


“it. Part of this control procedure lies outside'of the ac- 
..counting field, in the form of tactical action plans and 
| sedan objectives; part of it is the annual budget. 

` The budget is a document which must strive for accuracy, 
i. Since keeping to the. budget is one of the motive forces of ` 
; any organization. Good budgetary control includes regular - 
— and speedy reporting of results, so that corrective action: 
: may be initiated and the company brought back on course. 
A budget is essentially an instrument of day-to- day con- 
. :trol; à company can hardly claim to be managed without ' 
ps At first sight -it seems difficult to. connect this tool of 


. short-term control, which. requires accuracy, with a long- . 


range. plan which is seen as flexible: -* ` 
My view is that the long-range plan should be SS asa: 


| standard against which the annual budget : may be judged,” 
both an terms’ of expected results and those actions which ` 
.create the results. ‘The budget in turn provides a method: ` 


whereby results can be: ‘related back to ge and 
strategies. '. 
| Good long-range Slane and good. budgets. both contain 
. mixtures .of “top down’ and ‘bottom-up’ pteparation, 
. - although the budget usually calls for more detailed work 
down to-lower levels of the organization. A bad budgeting 
procedure is one that is built: «completely. from the bottom. 
“up, and contains no elemeñt of top- management thinking . 
or interjection;. such systems merely pass the hat round 


` and: add. ‘up the contributions with very little critical in- 


' térpfétation.- A good budget contains a. heavy. input of 
top management ` thinking. in the, form of targets, the 


critical consideration of new’ or increased expenditures, - 
and the rejection, or ‘referring back, of things which are not 
os top management ‘in .a - -good bugeting procedure `" 

` tries to- create a budget which will bring in-the required ` 


"right: 


_ level of profits and keep.to a healthy. set of business ratios.. 
.' The long-range plan provides a standard of judgement 


because it has already established what that required. 
levels of profits should be. Thus- guidance can bé given to 


' managers before. the budget is drawn up. Unifying: assump- 


- tions about external ‘and internal. events can. be taken - 


directly from this plan, unless events have changed só fast 


that. these. assumptions are no longer valid. When the 
first draft of the budget is ready; the long-range plan will. | 


prime top management with the right questions if they” 
"_, have reason-to be dissatisfied by the. results projected. . 


: In. addition, the fact that a. company. is- following an”. 


accepted and defined strategy lends. depth. to the com-. 
pration of the WEEN Ee which ced fnere 


` 
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it. with new product revenue in subsequent years. EZ 

The budgetary control process, with its regular reporting. 
of results and regular forecasts of ‘expected’ results to 
year-end provides an early warning tool which helps the ` 
company to examine the validity of its strategies. This does... 
“riot mean that every short-term reversal, or every un- 
expected gain, calls for a re- -appraisal of long-term strategy, - 
but it does enable the Company to be more vigilant. 


ege 


Planners aud accountants ` 


 Toachieve this close relationship between plang SH badges 
` éalls for a high. level of co-operation between planners and 
. accountants,‘in addition to that required from management 
in general. Some companies have found it necessary to 
"put: planning under Finance and. Accounting i in order. to 
achieve this, while others — though this is not as frequent — . . 
_ have made the budgetary accountants report to.the planner. `. 
Although it is wrong to be dogmatic about any planning 
matter (bécause sometimes the most unusual solutions . 
work very well) I woüld generally. recommend against 
either of these. There are many-good reasons for planners. 
to report to the chief executive of the business unit; the 


` ability of planners and accountants-to work together depends 


partly: on the people concerned, but even more in the 
design of the: planning system; ; 
What T believe-is required i is a form of 'rolling* T 


‘go that long-range plans are reviewed and extended at regular `~ 


intervals. The plan should’ be prepared. ahead of the^ 
- budget, so that the first year of the plan is always available - 
as the standard `of. performance for the next budget. 

' Even more important is a method of planning which pro-. 
vides for the involvement of the company’s accounting 
‘departments. A-system of planning. which sets up-a dupli- 
cate team of accountants wbo act in competition with the ` 
"budgetary-accountants will rarely. work, and is likely to 
create an unhealthy rivalry between the two areas. Rivalry 
such as: this can often result in pettiness, jealousy, the 
withholding of key information, and‘a desire to prove. the 
other team wrong. All this is harmful and: unnecessary; 
as it can be avoided through a good planning. system; which 
draws talent together rather than separating it. 

A system | such as- this avoids the dreary logic which ` 
sometimes creeps in when attempts are.made to integrate 
the budget with the long-range plan; the logic which says 
that if it is important to forecast the cost. of postage. by 
department for 1972; it is also important to forecast it for ` 
Lg It. also avoids the temptation. to do the first year 
‘properly’, and. then. extend this to the rest of the period 
- through ‘trends and ratios: Such approaches have a high. 
probability of creating the ‘meaningless numerical exercises’ . 
of Ringbakk's article. , — ` 

- Planning and. budgeting ` work best i in tandem, when both 
“pull in the'same direction, each making a unique, but 
_ co-operative contribution to total progress. It is this sort 
¿of co-ordinated effort which is a feature of sound planñing, 
.a feature so important that one is tempted to find a new 


word to > describe it. Dare. we call it ‘pludgetting’? , p. tage h a 
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IR WALTER COUTTS, nas of Ser? Press," 
misquotes Wordsworth and in his review with the ae CR 
_ «1Q7071 accounts SC 


‘So might I standing on this pleasant lod. 
Have glimpses that would make me less forlorn 
Have sight of Pergamon rising from the sea.’ 


‘Certainly the Pergamon accóunts this year rise from the seas 


. of last year’s qualifications in the report of the auditors, Cooper | 


Brothers. The 14th paragraph of that report stated that with 
. certain reservations proper books, in the auditors’ opinion, had 
been kept but that despite the efforts made by the company, 
Cooper Brothers had not been able to obtain the required 


information and explanations and ‘until the matters in doubt... ` 
have been resolved finally’, the accounts could not be accepted. 


' as giving a true and fair view. 
'lhis year Cooper Brothers! report is down to seven para- 
graphs, and the qualifications are relatively limited. Paragraphs 
4 5- -and 6 in the auditors’ report are the subject of the auditors’ 
‘reservations’, The point at issue now is whether on the basis of 
the 1970-71 accounts and the company's further reorganization 
the Stock Exchange will allow the resumption- of quotation for 
' the ordinary shares. Quotation has been susperided for three 
`. years.and it is becoming a nice matter of judgement as to whether 
Pergamon needs.to apply for the suspension to be lifted or 
whether the company will need to make an entirely ne new applica- 
tion for re-quotation. . . 


Forecast and fact 


In his statement with the 1969-70 accounts the former chairman, 
Sir Henry d Avigdor-Goldsmid, said: “The board's review of 
the current year's forecast:has indicated that the results for the 
financial, year ending September . 30th, 
consolidated profit, before taxes, of not less than £200,000 
after taking into account the benefit from exceptional items.’ 
‘And on the subject of the year to September 30th, 1972,.Sir 


‘Henry stated: “The board feel that there’ is every reason to . 


believe that the successful results achieved in the current 
financial year (1970-71) from the management action taken and 
the policies instituted will be continued into the forthcoming 


financial year. We feel that a solid base has been established ` 


within the group for ‘the sound’ growth of profits and the 
development of your company in its chosen field." 

As the 1970-71 accounts show, Pergamon did not return to 
profits but Sir Walter Coutts considers that the figures for the 


year. ‘demonstrate a very ‘real improvement in the underlying 


trading strength of the company. This year we can look to.a 
- trading profit for the first time in three very difficult years. 
While I cannot forecast a massive turn-round in our fortunes, 
, Í will be disappointed if we do not make a trading profit for 
1971-72 in the. continuing business of the group, before tax, of 
"£225,000. This’ would represent an improvement over the 
1970-71 year of £308,000’. 


| Layton-Sun sale 


1971, will show a ` 


` ACCOUNTANT 


On the subject of the. 1970-71 results ‘Sit Walter reminds ` 


shareholders of his predecéssor's forecast of pre-tax profits of'a 
minimum £200,000 after taking into account benefit from excep- 
tional items. Ane largest of those was from the sale of Pergamon 
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House. The first estimate of 197071 results ‘was is 
close to that forecast in that it was £187,000”. . 
But it became evident that the Layton-Sun Group ere ae 


` would not return to: profit without the provision of an. 
amount of capital that Pergamon simply did not have. Since 


Layton-Sun, as a printing plate making company, did.not form 


part of Pergamon's main publishing business, it was decided ro 


sell it and the disposal, with some provisions im respect of 
another small. subsidiary, involves the writing-down- of net: 


assets by .£600,000..Sir Walter admits that this "ell be a bitter : E S 
pill to swallow for those who had high hopes of Pergamon’ S ue 
immediate 1 recovery. NS 


But there is more to it than the sale.of a loss- nn g company: . 


that needed injection of capital to make it profitable: Sir Walter ..- 
comments that ‘the. disposal of Layton-Sun and the concentta- | 
` tion of the company's efforts on journals, books and printing, `" 


means that the large organization: built up at Oxford to controla. 
business which.has contracted visibly i in the last three years will 
have to be: re-examined’. . | | 


still patient I ` `. | i 
The publishing base of the company : is solid and the way ahead . 


can be seen. But, as Sir Walter comments, the traumas of the... 


last two or three years cannot be confidently and quickly healed - 
by some easy and magical plastic surgery. The kind of surgery . 


that Pergamon has undergone is not the kind from which a , 
patient can be expected to make immediate recovery. As Sir '. 


Walter says 'real results will take time to produce and weary 
shareholders will have still to be patient’. 
Commenting on the auditors’ report the chairman notes that 


the most serious qualifications of the previous report have been ` 
. removed and everything in the board’s power is being done to. 
have the remaining qualifications removed as soon as ees ' 


In the case of sales ledger accounting, plans are in hand to-: 
amend the arrangements with the third party concerned so that 
Pergamon’s needs are more closely met. 


^ 


But the chairman admits that the board had hoped to e ger 


an unqualified auditors’ report as a base for applying for the 


early restoration of the Stock Exchange quotation. In his state- 
ment with the accounts the chairman said he would be discus- ~ 


sing the implications with the Stock Exchange and intended 


reporting the position to the annual meeting. 
^. On October 8th, 1971, Pergamon entered into a consultancy . 
, agreement with Mr Robert Maxwell, founder and former ' 
‘chairman: of the company. It is stated that “Mr Maxwell has .'.-: 


sirice that time been: working with the respective executive : 
directors of the group' in performance ofthis agreement, and - 
playing an appropriate part in assisting (the) board to formulate * 
plans and policies in the publishing and ASAS of books and. 


journals.' A i iu GE 


t 


Auditors’ Reservation on L. Ryan. Stock 
Figure l | 
HE business of the L. Ryan group is recovering coal from . 
coal-bearing land and coal tips in South Wales: and selling | 
it to power stations. The. company builds up-stocks of fine coal | 
and in the QE accounts there was ` cll to prenter 
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aio concerning the disposal. of part of the ie fine 
coal stock totalling £895,000. In his statement with the 1971—72 
accounts, the chairman reports that while good prices were. 
J obtained, only small tonnages were sold during thé year and 
stock values are the subject of an auditors’ reservation. 

The stocks’ have been re-appraised at £445,100 and after 
allowing for corporation tax relief, the reduction in values is 
£270,000 net. The provision is made, the chairman states, 
"notwithstanding that a professional surveyor's confirmation 
has been obtained of the tonnage of the fines at approximately. ` 
800,000 tons' — the same figure as in 1971. '- - 

The view is that the' stocks will still be required by power 
stations in South Wales, but with the new Aberthaw B power 
station more than four years late coming into operation, there 
are obvious delays in moving the stocks. 


- The basis. of stock valuation is fully detailed in the notes to- 


the accounts: The auditors, Deloitte & Co, qualify their. report 
by saying they 'are unable to form an: opinion-of the values" 
puru to the stocks of final coal’, 
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- Great Portland Estate to Revalue Properties 


NOTHER major property company — Great Portland “Es- 
tates - has decided to have a professional revaluation of 
‘its property assets. The last major valuation of the company’s 


properties.was in 1968, and in view of the increase in values ' 


. since then, the directors have instructed Hillier Park May & 
Rowden to carry out a valuation of the entire portfolio, the 
result to be incorporated i in the current year's accounts to March 
34st, 1973. 

. Freehold properties m stand in the-accounts at just 
under £28 million, and total properties at £53 million. The 
‘company has a £7°5 million development programme in hand. 
With a view to future development, two important island sites 
with main frontages to Great Portland Street have been 
assembled over the course of many years-and some progress 
in their development.is in prospect. ‘Tentative discussions are 
being held with the Clothing Export Council and the planning . 
authorities with a view. to building a permanent centre for the 
clothing and fashion industry, with a total area of some 500,000 
sq. ft being provided i in one of the sites. 

In the City, Great Portland have lately completed 3 10,000 
sq. ft office building between Moorgate and Coleman Street 
and this has been let to "Credito Italiano, one of the biggest 
private banks in Italy, a and Mullens & Co,. stockbrokers. ‘The 
- rental from the building will be some £200,000 a year, an average 
; Of £20 a square foot DE the property. 
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` UDT's REES Accounts on 


OR a look! into the United Dominions "Trust money organiza- 

tion, the reader of the company's accounts has to concentrate, 
his attention outside the accounts as such. The additional : 
. information is extraordinarily well compiled and explicitly set ` 
- out. Group profit, where the ` group profit came from, group 
balance sheet and group statistics are all summarized early on , 
in, the report, this information being followed. by a ten-year 
summary of the profit and loss account and balance sheet 
figures and their analysis in statistical terms. 


An important. statistic is the borrowing ratio, which is the 


division. of £433:6 million of borrowings, less cash, short-term 
funds and quoted investments by £79:7 million of stockholders’ 
| funds and minority interests. The ratio of 54, incidentally, is 
comparatively low and even the highest ratio shown in the 
summary —-7-o for 1965 — not by any means high. 

Trading and turnover analysis in terms of terfitory and 
operations, a chart of the UDT "organizational structure and 
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ons on the main divisions are also included. Instalment 
‘credit, banking, industrial division, overseas division, group 


services and group funding, are the subject of special reviews 
by the executive directors concérned. 


London and County 


IKE UDT with its money centres, the London and County - 

Securities Group is busy taking banking and money services 
to the public in a manner different from that of the long- 
established clearing banks. London and County's policy is the 
development of bank branches in major department stores. 

London and County opened its first department store bank. 
in March 1969, and. now has 14 branches in leading stores in 
London and the provinces.. Cockaynes. in Sheffield, Elys in 
Wimbledon, Clements at Watford, Brown Muffs of Bradford, 
Colmers in Bath, Hammonds at Hull and Owen Owen at : 


. Southampton, are some, of the more recent openings. Branches '. 


in Bournemouth, Coventry, and Liverpool are planned this year. 
Developmerits within the, group have extended services of 
the branches to include mortgage finance and personal loans. 


Closure of the clearing banks on Saturdays has certainly led to 


the development of alternative money services on à broadening 
scale. . 

. The banks may infiltrate a bank manager into a wardrobe or 
two but the new money people like UDT and. London and 
County offer banking and money services to the public when 
- and where the public want it. There is plenty of scope for. all. 


More than so per cent of the adult population do not have 


clearing bank accounts. 


PERGAMON PRESS LIMITED AND ITS SUBSIDIARY 


COMPANIES 
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CONSOLIDATED PROFIT AND LOSS ACCOUNT FOR | 
4 ` THE YEAR ENDED 30TH SEPTEMBER 1971 


a aes . t 1971 




















: ‘1970 
oa I NOTE ,£'000 Com 
“ SÉ - l S E + ` 
Sales A 9415 10,853 
, Trading Loss 4,510 (83) - (684) 
Tag e ke cA al uie udis es, wk. eit (569. . (76 
Net Loss after Tax (139), . (60) 
Minority Interests ..— aa aa s as . (0907 5 
(149) (755) 
Extraordinary Items 0... ss Ls as 7 (320) (1579) - ` 
. Net Loss after Tax and'Extraordinary Items attribu- 4 . 
table to the Shareholders of Pergamon Press "i . 
Limited D. (469) (2334) 


- ` Kal —— 
MI 


- 


The nctes on pages (208-21 0] form part ‘of these accounts. 
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I T: gie v PERGAMON PRESS LIMITED "LT "E 
Geff NOTES TO. THE. ACCOUNTS. | 
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1. Basis of Preparation of Accounts 


These accounts have been prepared on the basis that Pergamon Press Limited ("Pergamon") 


continues as an on-going business. 

-The draft accounts and the: nótes that accompany them have been shown to the com- 
pany’s bankers, National Westminster Bank Limited. They have indicated to the board 
their agreement to continue their relationship as hitherto. 


- 


2. Pergamon Press Inc. ` e eg 
(ay Control.” ` : ES I d 


Pergamon gained control of the board of its, 70, per cent “owned American subsidiary 


Pergamon Press Inc. (“PPI”) at the general meeting‘ of shareholders.of that company on 
8th October 1971. + d 


(b) Basis of Consolidation of PP! Group Ke UM 


Audited accounts for the.PPl group have been "prepared for the 'year ‘ended 30th. ` 


September 1971. The consolidated accounts of Pergamon at 30th September 1971 include 
the assets and liabilities and. results of PPI as shown in the audited accounts of PPI at that 
date, after adjustment to a group basis, — - - : EN 
3. Sales s i š a 

Sales are stated at their invoiced value less dis taU. allowances and returns. Inter- 
` group sales are excluded. i 


, 4. Trading Loss - a ' PME 
The trading loss has been arrived at: ` e a EO ws 7 ' 
I =: TA . Year ended. Year ended: 
Ae MEET ' 30th September | 30th September 
L Š I i 1971 ` 1970 ; 
£'000 , £7000 


“After Crediting: : I i ; GER - 


Net r rents from property ym 63 60 
and' i , 
After Charging: 
Interest on bank overdrafts and loans . E CM 225 270 _ 
Other interest AES P 2 , 32 30 
Depreciation > 191 . 200 
Auditors” remuneration (parent « company . hi 
£25,000 (1970 £36,000)) e I 63 73 
Hire of plant and machinery : ' 51 59 
Her loss on realisation of fixed assets | 7 3 
5. Emoluments of the Directors of Pergamon Press Limited 
Year ended: Year ended 
30th September 30th September 
ES š 1971 I 1970 . 
£'000 "£'000 + 
Emoluments of chairman - b te ` Nil Nil: 
Emoluments of highest paid director. . "EE. US - ` - 
(1970 eight months only) ZE i 33 - 22. 
Emoluments of other directors who held office - i . - 3 ee ae 
at various times curing the year - : 7 , ES SCH 
Fees ! Y: - T. - 1 
Other P s 0 22.38 ` _ 29 
I | RU Ee? 72 ` doe 52. 


The remuneration of the directors other than the chairman was in the following brackets: ` 


- 
L ` 


I _ ER i Year ended ., `Year ended 
V ar MN š ' * 3Oth'September 30th September 
l ; (een f 1971 - 4970 
` 0—£2,500 : | 5 13 
` £5,001— £7,500 3 ` e 3 
£7, ,501—£10, 000 ` š d t S y 
£20,001—£22,500 : x — ct 4 
£32,501—£35,000 I 1 wo =. 
8. Fixed Assets E 
| - GROUP : P : | 
; Cost and Valuation : EE 
At 1st October 1970 .  .. was — nis Se T š 
Additions during year : ec Í _ š , 
Transfers SS Se an ge ee eee : e 
Cost of disposals w. ele ama = < š 
Revaluations i " A 
OA 30th September 4971. ... E TES 
Aggregate, Depreciation l dE Aën 
At 1st October 1970 ix Ges ee — MEC d ae, dio wu wie š 
Amount provided during year Saas : : Y 
“Eliminated in respect of disposals ... Wu Re todas Ives "ëch š e 
Eliminated in respect of revaluations. Pied: etta e NS š z 
At 30th September 1971... ER Si 
Net book value at 30th September 19741 uo ans 
"Net book value at 30th September 1970 - 7 ET gs m ener, e In 
` Fixed Assets Included at valuation: E : St | š 
Year of valuation: + - ge r I 
Year ended 31st December 1968 : vit m$ “Fou x ey = 
` Year ended 30th September 1970 ` lo den gë, ded SE he ds 
“Year ended 30th September 1971 PUN LU NOU reus a 


* A 





“ACCOUNTANT mea x 


1 T be d ar f 
. 


u August 17th, 1972 


t - 


6. Tax. `- E "m - . ` ; 
. The` charge for tax is made up as follows: ` i , "I 
z E : Year ended Year ended 
ater .. RA E š "m 30th September 30th September 
-- s I 1971 . 1970 
I DIG j ..£'000 u £'000 
Based on the profits for the year: Se i . 
Corporation tax E . , . Nil . Nil 
Overseas tax- : ` + 56 v 89 
ag. HE ug n D 56 `` 89 
_ Prior year adjustments d "E "E — .- + (3 ° 
: ; . 56 76: 


No: provision has been made for corporation tax on the Posi for the year to. 30th I 


` September 1971 as the losses available for.grouping exceed the taxable profits for the year. 


There were a large number of unusual adjustments in the accounts for the year ended 
30th September 1970 and the nine months ended 30th September 1969. It is still not 
possible to know with certainty the attitude of the Inland Revenue to the treatment of 
those adjustments for tax purposes. The amounts provided for. tax -may therefore be 
substantially adjusted. In addition the tax for the years 1966 to 1968 has not yet been 


I finaliy agreed. 


` United Kingdom. losses of the group carried forward at 30th September 1971 are esti- 
mated at £2,500,000; these can only be, offset against future: profits i in the same.trade. 


` 7 Extraordinary, Items ^ - 


. (a) The tallow ing amounts have been credited i (charged) as extraordinary items: 


e 
ei 


x ‘ Te Year ended Year ended 
d — a DE ee a 30th September . 30th September 
DE £c x < 1971 `- 1970 
a SR £'000 «+ -' £'000 .* 
Surplus on sales of freehold and leasehold. ME AA. ER d e 
properties i i 306 59 
Het surplus on revaluations of fixed assets : 
(note 8 (a)) ` 101 ` 17 ` 
Net loss on sale ei investments and wasa (53) (129) 


Net unrealised loss on changes in currency : i V "e? 


exchange rates (note 23) (34) — 
E in respect of loss-making subsidiaries . - 

(note 7 "(bi 2c (600) : — 
Other provisions I ' (25) — . 
Amount written off under terms of settlement i R 

with Maxwell family companies at 30th ` P ` 

September 1970 — (140) 
Amount receivable from Maxwell Scientific 

¿International Inc: for sales of-issues ` . 

‘relating to prior years IE Zei — 438 
Closure and disposal costs š — 8 (188) 
Reorganisation costs S . cn (93) 
Costs of Price Waterhouse & Co. report - - — V 34) 
‘Legal and other professional fees o — 127) Š 
Adjustments arising as a result of a changen in the ' x 

„+ + basis of accounting  — (1,282) 
Tax thereon (where applicable) ` (15) . io 
(320) (1,579) 


(b) The assets of: ché company's subsidiaries and divisions are included in the group - 
accounts at the-levels at which they are carried in their respective balance sheets while 
these assets are being employed by trading companies operating as going concerns. 

> The directors have reviewed the activities and assets of each principal trading subsidiary 
and division. As a result of this review, the board has decided to set up a special provision 
to cover the estimated loss on the sale of a subsidiary after the balance sheet date and the 
likely loss on realisation of the group's. investment in another subsidiary. This provision 
covers both capital losses on realisation and trading losses from 1st October. 1971 to the 
; date of realisation. 










































































: ` Freehold ` Leasehold Properties ` Plant, Furniture 
Note Total > Properties Long Term ` Short Term and motor vehicles 
£'000 £'000 - £”000 .. £000 ` £'000 
2,634 "ei," 164 ER 1,649 
45 us i = es "Ap 
57 = NE: Q) E 59 
2,736 762 -164 Im. UBI d 1753  . 
<> “ (241) (86 ' - (13) 4) - (98) 
(a) (87) ‘94 53 ` (25) - (209) 
2,438. TIO 7. 264. 18 4446 7. 
525 48 d s 14 .490 | 
(b) 191. 3 _ ` — 6 : 182. 
716 21 ` 3 °° 20 -672 
5) E JE as (45) 
(a) : (1) . Wy os (14) (205) 

49 + 20 : 1 2 |: 6 ET oL 
` 4,989 . 750 203 AE 1,024° — 
2409. 507 744. - 161 s 45 1,159 

521 SE EE we am ` 
: 307 ae Rm cm 307 . 
(a) 885 ; 602 _ 204 ' 5 74 : 
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E i | . NOTES TO THE ACCOUNTS ` +. ` . En 
B. Fixed Assets (continued) ae ; Sai SC Š = | - d $ 
MER . Gë A : : š : : Freehold Leasehold Properties Plont, Furniture 
> NET EP LE: 3 Note Total Properties ` Long Term Short Term ` and motor vehicles * 
PARENT >- = GE ; A š : £'000 '000 > £'000 d '000` £'000 . 
Cost and Valuation ° ; : Eee c$ P mE , t 2 de ñ Ñ 
At 1st October 1970 IM ays sei Sen Seen E EE ge: ` . 1⁄254 481 -423 49 . 931 we "een a 
Additions during yea WÉI - "PL AS Te PUR S 25 — — s-— " 25 n 
, Transfers ger? ` Ze ver yee EE vus =l in s, 54 _ — — ` s. ss 54 : 
' MM . e : 1,333 - > 181 123 19° 1010 027 
Cost of disposals ^ ... y ia M ene "Lm (60) (17) - (10) M (33) - ` 
Revaluations, +... ee 7 <s Wi er. “See É (a) (157) 47 54 (13) (215) De 
| At 30th September 1971 a} ns aa se e he sm e 1416 . — ^ 48i 167. 6 762 due 
e ; 1 E a . d i `. , bausse ^ : ou — A RA bi . 
Aggregate Depreciation j 3 E ` os E <. i . ` S E — 
` At 1st October 1970 ... Zoan, ée dÉ a a c PET E ge 314 1 1: 7 1. 311 ] 
- . Amount provided during year ^i. ul cec ose GH iga Caspa SH (b) 107 — 1 1’ 105 Tu 
. Transfers E "et es ee geg š . (3) — =. — (3) f 
ep "t. ` - > 
Fi LM : ; : 418 1 2 | 413 : 
+ Eliminated in respect of disposals ... gg. " ges Ga. Desk Wie " m (16) '— — ES (16) ' 
Eliminated ín respect of revalüations e ss Ie wr Sa ves et (a) (209) : ` (1) (2) (2) f (204) - 
. ` ` ` An 30th September 4971 al a DR RR s . 193 qus ge um 193 dee 
- Net book value at 30th September 1971 Geh et ae De le epe dim 923 181 PNET 6 569 e ud 
- Net book value at-30ch September 1970 ` da rd canh * uh . 940 ` 180 2212 18 620 "n 
v — * ~ ra SAMOA TR, A ruwa = Pact nae ` as 
7 | ~ ji d Ë: * ` | i : Ex i E E 
' « Fixed Assets included at valuation: PONE. ` : - £ a . e 
' "Year of valuation: | MEA >- . EE | S i 
j Year ended 31st December 1968 `... E nasa ee is - € , 452 Ss —. Se 452 ES 
Year ended 30ch September 1971 ... zas ne Lus Se "m vis ivi (a) 412 - “481 167 — . 64 >> Ss i 
Se 7 e d R , . SAAR E — az eme AE Ach 5 0&4 c = 


s ` © 
H a VW - ` 
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8. Fixed Assets (continued) RACE QoS d 
. (a) Revaluations ` P BM AM 
All the group's properties, except for those belonging to a subsidiary company in 


. Germany, were valued as at 30th September 1971 on the basis of valuations, in the open . 


market, by a firm of Chartered Surveyors in the United Kingdom, and a Real Estate 
` Consultant in the U.S.A. These revaluations gave rise to a surplus, before tax, of £112,000. 
In addition certain equipment and furniture belonging to the parent company, which was 
not previously supported by an up-to-date plant register, has been revalued on'the basis of 
a detailed-inventory at 30th September 1971. The'main items of equipment were valued by 
a firm of Valuers and Surveyors, while the inventory and valuation of sundry office furniture 
was undertakén by Pergamon personnel, These valuations were made on a going-concern 
, basis and: gave rise to a net deficit of £11,000 on assets which are now valued at £64,000. 
: (b) Depreciation f : . 
Depreciation is provided on'a stright-line basis using the following arinual rates which are 
consistent with those of the previous year. : Si °. 
à Group Companies Excluding | 


g ARS E CR 


f - e d Group . PPI Group 
Freehold properties Nor provided in these accounts , ` 
l ! ` as the amount is not material ; 2 per cent 
Leasehold properties ' , .Amortised over period of lease 
Leasehold improvements ' Nor applicable i .33 per cent 


8—33 per cent 
7—25 per cent 
25—50 per cent 


10—15 per cent 
10—15 per cent 
20—25 per cent 


Plant and. machinery 
Furniture and fixtures 
Motor vehicles * 


‘9. Investments ` ; __ : 
(a) International Learning Systeme Corporation Limited — . : 


Pergamon has a 10 per cent interest in the equity of International Learning Systems | 


‘Corporation Limited (“ILSC’’) as follows: 


30th September ` 30th September 
1971 1970 


; E key et Së M £'000 £000. 

400,000 shares of 50p each at cost 200 : 200 

The majority shareholder in ILSC, The British Printing Corporation Limited (“BPC”), 
has the right to acquire the remaining 400,000 shares in ILSC owned by Pergamon at any 
time up to 30th April 1985 at an accountant's valuation but subject to a minimum value of 
£200,000. Pergamon has a similar right to require BPC to purchase its shares but the 
minimum value will only apply after 30th April 1975. In view of.the present intention to 
hold these shares until after 30th April 1975, in the absence of another opportunity to sell 
them more profitably, the directors consider that this investment has a value of £200,000. 


^ 
Ki 


y . ` 


(b) Other Investments 


2 de s 30th September 30th September 
TN : : . 4971 4970 
`PARENT COMPANY ` £'000 £'000 
Quoted (Overseas)—at cost ` `. GE, : 
(market value 1970 £1,000) i. . — ` 1 
* Unquoted—at cost less amounts written Ss j 3 : 
Ü off, the directors’ estimate of current i I | 3 
value being £12,000 (1970) £6,000 : . 6 6 
Subsidiaries sold since 30th September 
- 1971 at realised value `; 10 — 4 
- A i e” , SUTG6. SS ag 7 
` ‘SUBSIDIARIES T A I NES 
Quoted (Overseas)--at. market ° p ud i 
value (being lower than cost) — 32 `, 
Unquoted—at directors’ estimate of i E: 
current value F - 2 
- H i š , 7 ~ i 18 " 41 E 


. 
- 

Së - * 

- - a > 


The parent company held 50 per cent of the nominal value of the issued ordinary shares 
ef Deutsche Speedwriting Zentrale GmbH, a German, registered company, at 30th 


September 1971. The results of this associated company have not been included in the '| ` 


accounts of the group because they are.not material. The investment has been sold since 
30th September 1971.. “+. dA NC : 


. B i 
r * - - a at a 
DÉI D , Se E `+ E 
D 7 DÉI 
1 £ - . . u A 


= [ e K - D " 


- 


^ 4 


, these agreements Pergamon received a sum of $500,000 (£201,000) on 12th January 1972. 


_ 11 Subsidiary Companies TOUR : 


` shown by each subsidiary's audited balance sheet at 30th September 1971.- 


- 


10. Maxwell Scientific International Incorporated 


In January 1972 Pergamon entered into a further agreement with Maxwell Scientific E 
International Incorporated ('"MSI'").and Maxwell international Microforms Corporation . - = 
("MIMC"), now known as Microforms International Marketing Corporation, in order to n 
clarify certain aspects of the earlier agreements of 8th April and 6th August 1971, Under TI 


The agreements provide for the payment of a further $500,000 (£201,000) by instalments, ': a 
the first instalment of $50,000 (£20,000) being due on 30th September 1972 and the final —. œ. > 
instalment on 30th April 1979. .- f 

. The-agreements set minimum levels for the orders which will be placed with Pergamon 

in future years. Implementation of the terms of the agreements has resulted in income of 
£123,000 being taken into account in arriving at the trading loss for the year ended 30th i 
September 1971 (1970 £146,000). ' o 


* ’ ^ . N, 


4 


. 30th September 30th September I I 
491 1970 o e 
£7000 £'000 Moe 
Shares at'cost 2,897 3,606 _ E 
Amounts written off (see (a) below} (92) ? (092) _— 107 Le 
| 2,805 ` 3,514 ae 
Amounts due from subsidiaries (after write-off I E E y 
of £126,000--see (a) below) 371 ` tg 39 ` QU SMS sa 
ç 1 3476 i ^ CES. NE 
Amounts due to subsidiaries (1970 net of x DS : Pe 
proposed dividends £146,000) (3,226) : (4,091) rd 
I | bs utes | (750) "3 "us a 


i un uar NT 
` (a) The cost of shares in the non-trading subsidiary companies of the group and the € Us tt 
amounts due from these companies have been written down tó the net asset value as ect. p 
(b) A list of the trading subsidiary companies is given below: s ° i 
po s : l . Percentage of ^ — , s) 
Equity Capital 


b Country of owned by - e? 
` E ER i . Incorporation `. Group. ; A RON 
Layton-Sun Group Limited (formerly The K mt QU. anen 
Sun Engraving Company Limited) añd its : ‘ š; l , GE 
wholly owned subsidiaries ' Great Britain ; 100 um M. 
Bristol and West Engravers Limited Great Britain ^ +” - Sr o PA 
C &'E Layton Limited (in members' e j e BS C Y 
voluntary liquidation Great Britain Dee 
Ace Engravers Limited + , ` E Great Britain . DE ub 
Headington Paper Limited " - z Great Britain. 100 Es E 
Allcentre Properties Limited Great Britain . 100 A 
Newman Neame Limited. Great Britain” - -. 100 Sa Ut 
Pergamon, Press Inc. and its wholly owned s ML RT. 
subsidiaries °. ` . . USA, 70, T 
- Friedr. Vieweg & Sohn GmbH c -West Germany : SC 
Pergamon of Canada Limited Canada Fl a s ee, he 
Pergamon Realty Inc. -- ~ f U.S.A. . " Gen 5 
D > 1-7 e E ` T d ^ Ta 
Pergamon Press (Australia) de EC NU e 97 URL Eu PUR S. 
Pty. Limited ` . . .^ «Australia — 100 . 
Layton-Sun Group Limited has been sold since Che balance sheet date, . `` cp £x 
D fi CN R T y š A - A P 
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' 42. Stock and Work-in-progress 


(a) Stocks of books at 30th September 1971, are stated at the cost (including direct 
materials and printers’ charges but excluding internal editorial overheads) of those books 
of each title which are expected to be sold after that date. In all cases, the cost of these 

- books was lower than their net realisable value. d 


and ‘divisions concerned, "n. 


' — (e) Other stocks are valued at the lower of cost (including overheads where appropriate) 
and net realisable value. ' 


(d) Work-in-progress on books, amounting to £181,000, is valued at cost, including 
direct materials and printers' charges but excluding internal editorial. overheads. Full 
provision has been made against all titles which will not be published. While itis inevitable 
that certain books will not be as successful as expected, the method of valuing the book 
stocks takes into account the level of sales expected in:the future. This method determines 
a charge to be made for depreciation in the years following publication and hence during 
their production no provision is made for losses on books to be published. 


Other work-in-progress is valued-at the lower of cost and net realisable value, cost 
-representing direct material, labour and overheads. T 


ar 


13. Debtors 


Since August 1968, a large part of Pergarnon's invoicing and ledger work on book sales 
has been carried out by a third party which acts in this capacity for Pergamon and other 
publishers, and the individual debtor balances attributable to Pergamon cannot readily be 
isolated within ‘that third party's records from those of the other publishers. At 30th 
September 1971 the balance due to Pergamon by the third party, and included in the totals 
of £1,052,000.and £2,424,000 shown for debtors in the balance sheets of the parent com- 
pany and the group respectively, was made up as follows: I 


XN 


30th September 30th September 
1971 1970 : 


dl i 97 
ge AE £'000 £'000 
Balance due ` > 497 : 688 
Less: Provision for bad and doubtful debts (128) (54). 
SS 369 634 


* r——-— - 
` 
* » 


- 14, Bank Overdrafts and Loans : 


Bank overdrafts and loans amounting to £2,484,000 (1970 £2,816,000) are secured on $ 
. certain assets of the group (Parent company £2,345,000: 1970 £2,570,000)^ 


- 


15. Publication Income Unearned 


D D D e M^ vw. D . D ` - N 
Publication income unearned represents journal subscriptions received in advance ofthe 
journals being delivered, less expenses relating thereto. : 


`~ 


` 


16. Mortgage Loans ` | E 


` 


Mortgage:loans of £113,000 are secured on properties held by PPI and its subsidiary 
Friedr. Vieweg & Sohn GmbH. These loans are repayable by instalments up to 31st March 
1974. : i ` i : 


1 
t 2 


17. Deferred Income: I : K NM 
ln 1970 a subsidiary of PPI sold land and property in New York and then leased back the 


premises for a period of 15 years. The net profit on this sale and leaseback is being credited 
' over the period of the lease. 


18. Share Capital ` 


~ 


30th September 30th September 
1971 1970 


£'000 £'000 
7 Authorised: . ` : 
© 20,000,000 ordinary shares'of 10p each 2,000 2,000 
o issued: we : I ` 
: 13,721,145 ordinary shares of 10p each 1,372 1,372 


~ » 


19. Share Options BE - i . 
(a)-Options were granted in 1967 to purchase 240,000 ordinary shares of 10p each of 

Pergamon at 724p per share (adjusted for a one for one scrip issue in February 1968) in 
accordance with the share option plan approved at the Extraordinary General Meeting 
held in March 1966. These options, which were for an indefinite period, were granted to 
certain directors and employees of the company subject to the exercise of a maximum of 

: 25 per cent of such options by any individual in any one year. During the. year. no options 
were exercised. Of the options granted under the plan, options to purchase 110,000 shares. 
were outstanding at 30th September 1971. e 


(b) On 3rd June 1968.PPI adopted a qualified stock option plan and reserved 15,000 
shares of its common stock for issuance under the plan. On 15th August 1968 options 

. were granted to key employees to purchase 13,000 shares at an exercise price of $19 per 
^ share. Options to purchase 7,840 shares are presently outstanding, the balance having 
expired as a result of employee, terminations. The options are exercisable-in four equal 
annual instalments beginning 15th August 1969 and expire five years after the date of 


D 








issuance. as 
` f . m Í ` 

20. Accumulated Deficit a a, 

: : : Sor ae Group .. Parent Company 
¿ . . A £000 £'000 
At 1st October 1970 4,367 5,822 
"Loss for year ` 469 497 

^ At 30th September 1971 °. - 4,836 - . 6,319 
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(b) Stocks of metal are included at valuations appropriate to the trades of the companies |. 
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21. Capital Commitments " | - 1 i 
: b 30th September 30th September 
I 1971 1970 . 


f 


GROUP ` £'000 *. £'000 
Contracts placed ` 5 Nil 3 
Contracts not placed ' ` 5 Nil 
PARENT COMPANY: - I 
Contracts placed ` : 5 ' Nil 
Contracts not placed Nil I Nil: 


SE E i I Y e 
, 22. Contingent Liabilities . i i 2 


At 30th September 1971 Pergamon had the following contingent liabilities: . ] 

(a) Inspectors were appointed on 9th September 1969 by the Board of Trade (now the 
Department of Trade and Industry (‘‘DTI’’)) co report whether or not the members of 
Pergamon have been given all the information which they might reasonably expect with 
particular regard to (i) Pergamon’s interest in: and relation to ILSC and (ii) Pergamon's 
transactions with MSI. The Inspectors have/not yet completed their investigations or made 
their final report to the DTI. Consequently these accounts must be subject to their findings 
and any further information which they may have obtained during the course of their 
enquiries. : 


(b) Guarantees of subsidiaries' overdrafts amounting to £160,000. 


(c) Guarantee of a third party's overdraft amounting to £56,000. 


(d) Unfunded pension liabilities which. were actuarially valued at approximately £95,000 
in July 1971. r ; ‘ . 


23. Conversion of Overseas Currencies > 


.The fixed and current assets and liabilities of overseas subsidiaries have been converted 
into sterling at rates of exchange approximating those ruling at 30th September 1971. 
Trading results have been converted at the predominant rates of exchange ruling during 


| the year ended 30th September 1971. 


PERGAMON PRESS LIMITED 


REPORT OF THE AUDITORS TO THE MEMBERS 


We report on the accounts, together with the notes set-out on pages [206-210]. 


Our report is based on our examination of the accounts of the company and on the 
accounts submitted by its.subsidiaries in the United Kingdom and overseas, some of 
which have been audited by other auditors. 


5 


3. Asexplained in note 1 the accounts have been prepared on the basis that the company 
continues as a going concern. — ° ` ` 


. As explained in note 13 individual debtor balances, maintained by a third party as 
agent for the company, and included in debtors in the balance sheets of both the parent 
company and the group at a net amount of £369,000, cannot readily be ascertained. It 
would, however, appear from the tests we have carried out and the information which 
has been provided by the company that the net balance is fairly stated although this 
cannot be certain in the absence of a detailed analysis between individual debtors. 


. "m 
‘As explained in note:10, the agreement with Maxwell Scientific International [ncor- ' 
porated and Microforms International Marketing Corporation provides for an amount 
of $500,000 (£201,000) to be paid to the company by instalments commencing on 30th 
September 1972,-the last instalment being due on 30th April 1979. Audited accounts of 
Maxwell Scientific International Incorporated and Microforms International Marketing 
Corporation have not; however, been made available to us and we, therefore, have no 
information as to their financial position. ' I A - 


-a 


As explained in note 6, the tax position for certain periods has not been agreed with _ 


6. 
the Inland Revenue. The amount provided for tax may, therefore, require adjustment. 
7. With the exception referred to in paragraph 4 above, in our opinion proper books of: 


account have been kept by the company. Despite the continuing efforts made by the 
company, we have not been able, for the reasons given in paragraphs 4 to 6 to obtain 
all the information and explanations we require. With these reservations, we report - 
that in our opinion the accounts together give a true and fair view of the state of 
. affairs at 30th September 1971 and of the results for the year ended on that date and 
comply with the Companies Acts 1948 and 1967. ; : 


A 


BROTHERS AND CO. 
London, 27th July 1 972 Chartered Accountants- 
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| B | mE City Notes 


Tis -OVER activity serves a dual purpose. ] It creates bullish 
and speculative interest in the stock markets and it diverts 
attention from bearish matters. The P & O-Bovis and Imperial 
Tobacco-Courage affairs combined to take attention away from 
_a continuing dock strike and from moves towards a national stiike 
in the building industry. ` 
^. he mergers also helped.to create a new air of take-over 
expectancy by providing confirmation that big-scale take-over 
.and. merger operations are now very much trans-industrial 
affairs. The P & O-Bovis merger is of the same brand of assets 
and income operation that took Cunard into the Trafalgar 
House group. That the two biggest names in British shipping 
are now-dominated by property and building names is undoubt- 
edly\a sign of ultra-inflationary times. E 

In the case of Imperial Tobacco and Courage, the operation 
confirms what the Truman and Watney Mann take-overs proved 
— that the: brewery industry has now outgrown what is irrever- 
ently called “the beerage’. The brewers, having become caterers 
' and hoteliers are not now regarded as minority manufacturers 


but as majority multiple retailers in the leisure industry. . 


- Imperial Tobacco's emphasis is on the multiple business. 
Inevitable, the nimble minds in the stock market are con- 


juring up all kinds of couplets of names and even the most. 


outrageous of matches can be claimed as making sense. It all 
_ helps to keep interest alive ina stock market that currently seems 
' to be living a lot on its nerves. 


HE market lives on its nerves mainly because it fears the con- 
sequences of inflation and the failure of Government policies. 


Russell J. Clark, economic adviser to the National Westminster - 


Bank, questions, in the bank’s Quarterly Review, the wisdom 
of Government attempts to find in expansion the cure for 


RATES AND PRICES 


"um ACCOUNTANT ui E 


Government nor the public can have real confidence. 


H ` t E 
; ` - x ` a . k: 
£3 4 £F. * * t é be 


e 


inflation. 'The very painlessness of such a course makes a 
strong -appeal and the Government has adopted it, but Mr 


d Clark doubts whether the Government is convinced that success; 
is likely. Apart from anything else, manufacturing costs are of 


diminishing importance in an economy in which services are a 
major part of the whole. 

It is unfortunate, Mr Clark maintains, that the Government 
is either still persuaded that there is a painless way of curing the 
inflation disease, or is bent on demonstrating that the mainten- : 
ance of the value of money is incompatible with democracy. ‘The: 


“search for painless remedies has led to a discussion between the 


Government, CBI and TUC of proposals in which neither the’, 


- 


HE decision of the Council of The Building Societies ` 

Association not to take any decision on interest rates; at . 
least for another month, was a surprise to most commentators ` 
but not necessarily to those who know well the ways of the . 
building society industry. Building societies do not like changing ' 
their interest rates. It is not a question of whether interest rates 


‘go up or down. It is merely a matter of change, because change 


is a costly business — even computerized change. I 
Changes in building society interest rates used to work out at. ` 
about one change for every three changes in Bank rate, but now 
that Bank rate is no longer the Interest rate yardstick and clearing ` 
bank base rate is the rule, building societies may have to become  , 
reconciled to more frequent interest rate changes. But they will- 
not yield their old policies easily and one kingpin point in those > 
policies is that mortgages should be made available at the lowest ` 
rate compatible with ruling competitive investment ‘conditions. 
There are, of course, more involved factors in the interest rate . 
debate, but the old factors dominate. : jo due 


Closing prices, Tuesday, August 15th, 1972 


Bank Rate : 
Mar. 21, 1968 7196 April 15, 1970 š e, 95. + 
Sept. ro, 1968 796 April r, 1971 e se, 10% 
Feb. 27, 1969. 8% Sept. 2, 1971 i. EUR 
. Mar. 5, 1970 75% June 22, 1972 6% 
Treasury Bills : 
June 9 . £48487% July 14 £5°4184% 
. June 16 .. £5°5333% July 21 £,5°7457 76 
June 23 e £5°6154% July 28 e £5°7644% 
June 30 - £5°6372% Aug. 4 e £57845% 
July 7 , £54850% Aug. x1 - £5°7687% 
f Money Rates 
Day to day >.. 5 —-5$96 Bank Bills 
7days /— ..- 5í-6 96 2 months 6 3 96 
Fine Trade Bills ` 3 months S 67 96 
3 months .. e 832% 4 months e 66-7 % 
4 months .. e 8-9 96 D months e 6% 74% 
6 months .. 84-94 % 


Three Months Bae 


Local authority deposits 75 7h 

Local authority bonds 64 -6+ 

Ë: Sterling deposit certificates” = —75$ 
Euro-sterling deposits 84 -8$ 
Euro-dollar deposits .. 5i 5i 


Finance House Base Rate — August tst, 1972..7396 
Retail Price Index (16.1.62 —100) 16377 (from: 162:6, 16.6.72) 


Tax Reserve Certificates (3.1.72) Personal 33% 
(Company certificates no longer on offer). 


Foreign Exchanges 

New York ... 2'4534  . Frankfurt 78150 
Montreal 2"4082 Milan 1425'50 
Amsterdam 78579 Oslo 159850 
Brussels . 10755 . Paris 122750 
Copenhagen ' 16:9762 Ziirich 9'2776 

Gilt-edged 
Consols 4% 41$ Savings 3% 65-75 80d " 
Consols 24% So 264 . Treasury 9% 1994 .. 981 
Conversion 34% 384 Treasury 81% 87-90 .. 93 
Conversion 54% 1074 071 Treasury 64% 1076 .. 932 
Funding 34% 99-04 448 — Treasury 34% 77-80 .. 76- 
Funding 4% 60-90 - 991$ ` Treasury 34% Dor . 741. 
Funding 54% 78-80 832 Treasury 5% 86— 704 
Funding 53% 82-84 82 Treasury 54 2 SEN .. 60%. 
Funding 5j Y 87-91 74% Treasury 2 .. 27 
Funding 6% 1993: 72xd Victory 4% 97i 

84 War Loan 34 däi 38 


Funding 64% 85-87 
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BULLS AND BEARS | - - 


^ 


The Market Triumph Investment Ordinary 


URING the week ended. got sth the Financial Times 


Government Securities index rose from 72:48 to 72:78 
and the FT Industrial Ordinary share index rose from 497-7 


to 522:8 reflecting optimism regarding the termination of the . 
dock strike. By last Monday, the Government Securities index. 


thad risen further to 73:0 and the Industrial Ordinary share 
index to 528-2 on the possibility that the strike would soon be 


settled. Official markings slipped back from 11,180 on August: 


, 8th to 10,129 on No" gth, but E Jat Monday had recovered 
(c to 11,502. 


Y 


Although sentiment has detedomted slightly ‘with the 
lengthening of the dock strike, the undertone is still relatively 
firm and the market seerns prepared to respond to any good 


news. Our cürrent selections of British Funds and fixed interest 


stocks i is as follows: 


H 


British Funds 


Life of over 15 years - : Onre- . 1972 


A Price Yield demption High Low 
Funding 6 per cent 1993 .. 74% 8-32 . 8:96. 862 713 


...Funding5$percentí987-91.. 74% 7:92 8:76" .863 724 
. Funding 63 percent1985-87.. 83$ 7:92 868 963 81 


Treasury 5 per cent 1986-89" 70' .730. 8:53 .81% . 671 : 


y 
i 


High Yielding Fixed Interest Stocks E: 


7 ACI 8 per cent Loan 1988-93 .. 85°, 94 — o 77 
Hill Samuel 8 per cent Loan” | | | l 

1989-94 .. |... S0 85" 94 — 9 78 

iEouraulds percent Debenture 78... 7:0 — 9 83 


` Reed International 73 per cent l E 


Ordinary shares: 


Loan 4996-2001 .. mp 100 pp 83 


1 


v 


Of the shares in the property and financial sectors of the’ economy 


‘given in The Accountant for August 3rd, Haslemere Estates have ` 
- improved from 175p-to 185p, Trafalgar House from. 1844p^to 


195p, Montagu Trüst from 278p to 284p, and C. T. Bouring 


from 154p to 155p. 


Since the commencement al this feature on uly 6th, the 
best performers have been Star (Great Britain) which has risen 
from 3i8p to 361p, Samuel Properties from roop to 223p, 
Dawnay Day from .220p to 250p (after 259p) and United 
Dominions Trust from 224p to 285p (on excellent profits, 
Ee dividend and scrip issue of r for r, included in the 
price 


^ 


A 


Our present seon are as follows, but they should only be 
d upon if the dock. strike- is settled and the country i: 


relatively free from industrial troubles at the time. 


` 
-— — 


u - z- E EE 
Price Yield Ratio High Low 


25p shares .. ` - 260 38 18:9 299 226 


Pendulum: Cannon Street . Investments - ss" I | : 


Ordinary 25p shares ` . 87 24 — 119 643 


Fenchurch Insurance Ordinary | t. 
' 25p shares .. «| .. . 132 34 — ` 135 .94 


Town & City Properties Ordinary 
10p shares .. e .. 148 26 ` ,— 154 120 


Triumph Investment is top of the five-year league, {roc 
invested in this company 5-to 6 years ago being now. worth 
£1,500 and the dividend having been raised an average 48 Dei 
cent a year. For the year to March 31st last, profits have risen 
from £3,374,000.to £4,427,000 while the dividend has beer 
raised from 274 per cent to 33 per cent. There is also to be: 
1 for 1 scrip issue included in the present price. The company 
is engaged in banking, insurance, finance and property and is 


‘moving into Europe by acquisitions. d 


Cannon Street Investments is a Slater Walker Satellite.and One 
which is highly regarded. It operates in the spheres of banking, 
insurance and property and has earlier this year made a rights 
. issue of 1 for 2 at 6op to bring in £7-1 million. Part of this sum 
is to be used in expanding existing banking activities and 
` developing additional banking business. It was forecast that 
for the year ended April 3oth, 1972, profit would be about 
£1:25, million as compared with £373,000 for the previous yea: 
-and that the total dividend would not be less than 18 per cent. 
In the event gross profits exceeded the forecast by 23 per cent 
the Goulston banking side producing, the, biggest slice of the 
year's growth. It is sometimes a mistake to buy a share im- 


. mediately: following the results, on the. view that there is 


nothing more to go for as yet, but this is a share which could 


.. provean exception to the rule, It is therefore a share to watch. 


` 
y 


Fenchurch Insurance ‘is a special situation at the present time. 
For the year ended March 31st, 1972, profit before tax rose from 
- £628,429 to £718;752 and there is to be a scrip issue-of 1 for 2. 
The company is a subsidiary of Lewis & Peat which has said 
that an approach has been made for ‘Fenchurch which ‘may 
. possibly lead to an offer being made for the. whole of the share 
capital, but that no announcement can be expected for some 
weeks. On this news theshares immediately rose 21p, and if the 
price slips back in the. meantime to near roo, the dex could 
be good to buy, even if no bid materializes. 


` Town and City isa top property company. For the year ended 
March 31st, 1972; group profit. after -tax increased from 
_£%,734,532 to '£2,462,697 and the dividend is to be increased 
from the equivalent of 21:8 per cent to 27:5 per cent. There is also 
to be a 1 for 10 scrip issue. Moreover the board anticipates a 
further increase in profits this year which should enable pay- 
ment of dividends totalling 33 per cent on the, increased capital. 
The development programme now amounts to £250 million 
and very satisfactory progress has been made with lettings oi 
developments. "The rate of rental growth has picked up sig: 
nificantly in the past year while the benefit of the most lucrative 
schemes, such as the nearly completed Moorgate office develop- 
ment has yet to come. This is S undoubtedly a growth share and 
the only problem for the investor is one of correct timing. 





EQUIPMENT NOTES AND NEWS 


Portable Dictating 


and Indexing 


A NEW portable dictating machine with indexing facilities 


called the Crown Memocorder CTR 381 has been introduced by 
Kingsley Wansbreck Office Equipment for only £31-95, com- 
plete, with carrying case. | 

The Memocorder uses standard C.60 and C.go compact 
cassettes and is therefore fully compatible with other dictation 
equipment supplied by the same company, including Crown, 
National Panasonic and Sony products. Thirty minutes of 
dictation on one side of a C.60 cassette is represented by 600 
divisions on the tape indicator. As one division is thus equivalent 
to only three seconds' dictation, the typist has a very accurate 
guide to the position of special instructions which she can then 
find on the tape quickly and efficiently. 

By the use of index note pads in conjunction with the tape 
position indicator, the person dictating can indicate the length 
of individual letters and the position of special instructions 
recorded on the tape, and the typist can plan her work before 
starting to type. 

For transcription, a CDM 10 Crownscriber office dictating 
and transcribing machine is available from the same 
suppliers, priced at {69:75 together with microphone, foot 
pedal and head set. A complete dictation and transcription 
system, comprising the two machines, can therefore be obtained 
for £10170. Optional extras for the Memocorder include a 
mains adaptor costing £4-74 and an external microphone with a 


‘pause’ feature at {2-40. A telephone recording adaptor, price - 


£1'20, is available for both office and portable units. 


Kingsley Wansbreck Office Equipment, 15 The Green, West 


Drayton, Middlesex. 





Crown Memocorder dictating machine. 


produced by Roneo Vickers, to give functional elegance to the 


| Bookcases for Efficieny and Elegance 





STRENGTH, high capacity, flexible shelf heights and an attractive 
modern appearance are combined in the RO series of bookcases 





executive office. 

The underframe is E from square welded ‘steel 
tube and finished in black enamel, and flexible shelf adjustment. 
enables storage of standard-sized books, or large works of refer- ` 


ence, bulk. directories and magazines. Each shelf has approxi- 











| RO series of bookcases. | | 1 
"mately 48 i in. of. storage space giving a total stafuge width of B 
approximately 12 ft per unit and. sliding glass doors on the front 


ensure that the books are protected yet. easily accessible. E 
RO bookcases are made with straight grain teak veneer tops Ws 
or heat and stain resistant PVC tops. Shelves and surrounds in 
light and medium grey complete the visual effect. Prices range — 
from £46'78 to £56:66. | UNES 
“Roneo. Ltd, Konen House, Lansdowne Road, 
Cp aHA. : : 








Croydon 









‘Budget-priced Overhead Projector ` 


HIGH performance overhead projection can be obtained foran 
outlay of only £65, the price of the Ofrex Novalite. There are ` 
no sophisticated operational extras to this machine; the buyer. 
pays for top quality functional design, Fesulting’ in. above- 
average efficiency and reliability. x a 

Big advantages of the Ofrex Novalite: are lightweight port- 
ability, simple operation and an exceptionally bright light source. ` 
While giving extra long life, the lamp. provides crisp pictures 
definition and rich colour images in all normal daylight. and 
artificial light conditions. 

Bonus features of the machine are the adjustable roll mount- ' 
ings to take any width of roll and a side clip-on tray for trans- - 
parencies and projection pens. The projection head tilts by 
45 degrees offering a wide choice of picture heights and when 
the machine is out of use, the head folds flat for protection. 
Controls are confined to an on-off switch and easy focusing ` 
knob on the head-mounting post. — 

Ofrex Group of Companies, Ofrex House, Stephen Street, 
London WIA "EA. 


Top Security Console Shredding Machine 


À NEW console shredding machine, the Versishred Destroyer 
from Rexel Ltd, combines high performance with the refined 
good looks of the best of British design. Fed to the machine, 
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unwanted confidential paperwork — including computer printout 


~ shreds instantly to-unreadable strips. 


Sleekly styled in biscuit-beige and stone stove enamel with . 


anodized aluminium trim, the new machine is self-contained — 
` shreds drop into a polythene bag concealed within the console, 
_. behind a door with magnetic-auto-closure. The bag clips out for 
` easy conveyance to dispatch departments where shreds may be 


used as packaging material. Mounted on: locking castors, the 


, machine can be moved quietly betwéen work points and needs 
` no desk space. NE A 


For computer users; an optional feed attachment for EDP 


- forms enables unwanted cómputér print-out to be destroyed ` 
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August 17th, 1972 
safely and finally. After initial feed-in, the Versishred Destroyer 
may be left unattended to shred, continuous runs at a speed of 
98 ft per minute. ` : 2 Š 

. There is a choice of four shred widths: 6-4 mm., 3:2 mm., 
1-5 mm., and o-78 mm. to satisfy all security demands. Powered 
by a.heavy duty $ h.p..electric motor, the self-sharpening cutters 
are unaffected by-pins or staples and the 6:4 mm. strip version 
will shred metal offset litho plates. | 

- Designed and manufactured in Britain by the Ofrex Group, 

the machine costs £256. for the 0778 mm. shred model, and 
£240 for other shred widths. It is available from Rymans and 
other office equipment dealers throughout Britain. 
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Educational Aims of the Institute — - 


. SIR, — A fundamental problem among members of the 
. English Institute still seems to be to overcome entirely the 


old-established ‘view that the chartered accountant's training is’ 


— properly and best seen as: - 
(1) the daily work and experience at the desk”; | 
(2) supported by some form of -explanatory tuition by 


tial courses, leading to;. I ; 
(3) an ability to pass the requisite Institute examinations. ' 
Until 1963 there was no-Institute Education Committee and 
-. the Institute's concern was related entirely to examining the 
ability of the would-be accountant to pass the Institute's exami- 
nations. Since then much progress has been made in formulating 
and developing plans for future education.and training, and the 
"` Institute's future proposals are now to come up for members’ 
‘approval at the special meeting on September 27th. 

If the chartered. accountant of tomorrow is to stand. up 
. intellectually against the business school graduate and the 
. , economist, then the education, training and examination process 
must be seen as a continuing and co-ordinated whole with: 


. (a) an accepted intellectual standard at entry; 


correspondence course and by short-term. private residen- : 


in which the educative processes: take place alongside and 
are examined, by the educationalist; and |. 

(c) a period of disciplined regulated and monitored. practical 
training in respect of which proper tests of competence 


are devised leading to examination for membership of the 


professional body (see for example the new Final examina- 
‘tion experimental proposals); and thereafter 


(d) the ability of the Institute to encourage and examine bur." 
` ther specializations leading to higher standards of qualifi- - 


B cation (the new Fellowship) both in ‘practice and in 
industry covering all ranges of professional work, e.g., 
taxation, management information, financiál management 


Y E 


. Course.) 


planning, etc., and for that purpose to co-operate, if 

appropriate, with other professional bodies or institutes 
having similar aims. E _ 

In that broad concept the place. of the graduate is clear. He 

will have subjected himself to academic disciplines, whether 

wholly or partly relevant, and the proportion of those-entering 


. the profession would undoubtedly seem likely to continue to 


grow (it is now in the region of 30 per cent). - o, 

Within that same concept, the requirement of one academic 
year of relevant further education from the school leaver before 
embarking on professional training is regarded as vital as part 
of the whole education and training programme. (The Scottish 
Institute is proposing a two-year Higher National Diploma 

E en : 

It is hoped that members of the Institute will support whole- 
heartedly the Institute's new education proposals and give the 
Council, -who were supported by the views of the Special 


- ‘Committee, a clear mandate to: pursue its aims. 


- Failure to do this would undoubtedly result in a major set- 
back.to the Institute's co-ordinated plans and endeavours for 
future education and training; and would undermine the Insti- 


" tute's work in creating and building up co-operation with the 


public and private sectors of education where the resources are 


sufficiently limited that areas of co-operation once lost^woüld be 
' difficult if not impossible to recapture. 


. Failure would also put a severe stumbling-block in the way of 
bringing.-into effect the proposed schemes for subsequent 
education and training which require to follow on from and be 
seen as complementary to the foundational education pro- 


` gramme, and which 1n their turn need to provide for: 


(a) a balanced relationship of tuition -courses with linked 
tutorial,guidance provided by institutions which have 
been accredited by the Institute as providirig satisfactory 
tuition and study arrangements; 


~ 


| p | PEFH (b) linked with arrangements to provide members with 
(b) a period of academic discipline as part of further education. > 


“proper training guidance and to monitor training arrange- 
ments to ensure satisfactory standards of training through- 
out the profession; < | xD. 


! (e) leading to continued development and improvement in the 
form ‘and standards “of the. Institute's professional 
examinations which have been referred to. 

| Yours faithfully, 

Bi | R. H. TAYLOR; 
‘Chairman, Education Committee, 

- THE INSTITUTE OF CHARTERED . 
. ACCOUNTANTS IN. ENGLAND AND 
m z: | WALES. 
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Augusé 17th, 1972: 0 V 
- Accounting for Long-term Contracts (ED6) 

Sir, — 1 write as a. practitioner with — fortunately or: unfor- 
tunately, dependent upon one's .point of view- an. above- 


average exposure tó the problems of accounting for long-term 


` contracts. f . S 

, It is clear from the views of fellow members, many of which 
are reported in The Accountant, that there is much unease 
regarding the terms of ED6. The principal difficulty appears to 
be-in reconciling the. views of those who seek to average out 
profits by taking profit by stages at each year-end, and those 
who prefer to await the outcome of a completed contract before 
determining its profitability: `. "e 

May I suggest.that the best method of disclosure will follow 
normal accounting principles, viz: ` ; MEG D 

(1) Work in progress to be stated at cost including overhead at 

- each year-end — less provisions where appropriate (to be 
disclosed if material). ' 

(2) Profit on completed contracts being taken into the account 

(When this is ascertained —less appropriate provisions, 
` ^ which, if material, should be separately disclosed. 
. (3) With each year's accounts, a note be added setting out the 
"reported sales and profits with adjustments thereto in 
order to spread sales and profit backwards over the 
' periods in which they accrued. ` : , 

It is, however, appreciated this method of accounting does 
not give information as to. the effect contracts currently in 
progress will have on future results. Any attempt to quantify 
.this will, in the majority of cases, be in the nature of a ‘profit 
forecast’ and a highly volatile one at that which is necessarily 
based on a number of basic assumptions. . E 
^ My view is that the directors could improve the information 
they give to shareholders by commenting with their views as to 


the likely outcome of these contracts and the effect on reported- 


, profits. These comments should clearly be seen as their views 
and not covered by the statutory audit report. E 
Yours faithfully, 


` Manchester. RAYMOND JONES, z.c:A.. 


Too Much Investment 


Sir, — Absence on holiday has resulted in delay in my reading 
Douglas Lawrence's article in your July 20th. sue on the 
¿Industrial Policy Group's paper: Economic Growth, Profits and 


Investment. Mr Lawrence makes three criticisms of the paper. 


First, he suggests that the paper fails to conclude that low 
profits are the result rather than the cause of over-capacity, 
In fact, the paper recorded a number of reasons for the decline 
in profits, included an appendix entitled “The -Destabilizing 
Effects of Government Intervention”, and concluded: 


“We do not claim higher profits as a panacea; we do submit 
that any measures, ostensibly aimed at more rapid growth, 
which endanger profits will be self-frustrating and that only 
those which open up the prospects of higher profits are worth 
a serious trial.” 


Second, Mr Lawrence seeks to justify. general investment - 


incentives on the grounds that constraints on industry for 
balance of payments reasons had to be offset, in readiness for a 
period of expected expansion, by such incentives. Apart from the 
misallocation of resources which such general incentives are 
widely held to involve, and the fact that public expenditure could 
more usefully take a different form or be reduced in.total, it is 
most unlikely that these are relevant prescriptions for a balance 
of payments disequilibrium. ; ; I | 
. Third, Mr Lawrence suggests. that 
capacity can be overcome by firms co-ordinating their invest- 
ment plans, and cites. individuals and organizations in his 
support. In earlier papers, however, the Group has made clear 
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its support of a competitive.system in which ‘firms otherwise: 


independent do not maké agreements, as. to prices, output, 
investment or the allocation of markets”. Among the reasons why . 
the co-ordination of investment may be dangerous, as I have put 
it elsewhere, is: ; Ra uet . 


_ “It is assumed that, if firms discuss their investment plans . 
together, they will avoid the excess capacity which has led.to ` 
reduced profits and actual losses in the past. But there is no - 
reason to suppose that businessmen. and firms acting indepen- 
dently do so unintelligently, or without careful calculation of 
likely future demand prospects and investment requirements. 
Nor is there any reliable evidence that action in concert will . 
produce more accurate results, indeed there máy be a tendency 
to over-optimism to meet the requirements of all participants 
and disappoint none.’ . uM" 


It follows that Mr: Lawrence’s belief that general investment - 
incentives on the one hand, and investment co-ordination.on the 
other, would lead to neither over-investment nor under- 
investment is, in my view, unsound and unreal. * mE 


Yours faithfully, 


J. M. JEFFERSON, 
Deputy Director, 


. London SW. INDUSTRIAL PoLICY GROUP. 


The Young Accountant's Handbook 


SIR, — Í couldn't help admiring your unusually controversial but 
belated comments (July 20th issue) about “The Young Account- - 
ant’s Handbook’ which we published at the beginning of June. 

I feel that you are treading on delicate ground with your ` 
remarks concerning the aptness or otherwise of the title. Each 
week on your front cover you proclaim that The Accountant, 
with its 15,940 paid up readers (including 2,174 overseas), is 
the recognized weekly journal of the accountancy profession 
throughout the world’: If this is not quite ‘an error of fact’ then 
it is most certainly a ‘sweeping generalization’. 

The "noble aim . . . not entirely fulfilled" would seem to apply ` 


more to you than to us. 


Yours faithfully, 


CHRISTOPHER L. BURR, ^ 
Publisher, , . 


“THE YOUNG ACCOUNTANT.’ 
London Wr. 


[The Members’ Handbook of The Institute of Chartered Account- 
ants in England and Wales, with which Mr Burr modestly invites 
comparison for his own 80-page paperback (including 30 advertis- . 
ing pages) is a two-volume publication of several hundred pages, 
developed and revised over the past 14 years and. including a. 
regular updating service. ` xo 

Mr Burr is entitled to his own views on the appropriateness or ` 
otherwise of a title, but we do not think it unreasonable to suggest - 
that “young: accountants’, without further explanation, may be - 
found within more than one professional body. `; | 

The reference to ‘one or two sweeping generalizations’ was 
made specifically within the context of the section on career 
planning, which advises the man ‘who wants to keep his options - 
open’ to avoid quite a wide range of possible appointments; such: . 
advice, though doubtless sincerely offered, appears to us to - 
include a subjective element, and is in marked contrast with ` 
other passages which are more solidly factual and appear to have 


‘ 
4 4 


- been culled from official sources. 


. The Accountant is, in fact, the profession's only weekly journal 
with a world-wide circulation. We cannot entirely repress our. 


. surprise that any person aspiring to recognition in the publishing 


trade should display such apparent ignorance, first, of the uses 
of factual and objective criticism and, secondly, of the distinction 
between readership and circulation, figures ~ moreover, before 
quoting figures he should-make sure he gets them right, — EDITOR.] . 


_ 
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“NEW EXAMINATION TRAINING 


' SCHEME 


- 


oral tuition linked with private study and 
tutorials isápparent from the examination 
results of students from firms which have 


v.arrangements with tuition establishments 


for such programmes. 
In- order to widen the facilities in this 


field, Foulks Lynch and Andersons of 
‘Caer Rhun Hall have: announced that 


they are joining forces to provide a 
tuition scheme under which courses will 
be presented containing the best features 
of the two organizations. 

The.scheme is EES as follows: 


Pre -study courses 


Courses of one or two weeks' duration, 
residential in Wales, or full-time in 
London, the objectives being to deal with 
fundamental and difficult aspects of the ` 
next part of the study scheme, and to 
ensure that the student's private studies 
by correspondence are effective. 


Private study: (correspondence with 
- tutorials) 


Based on the Foulks Lynch uds 
Package Course; in addition to five or six 
papers submitted privately by the student, 


he will be expected to take a further five ` p 


papers in examination conditions at set 
intervals throughout^his studies for each 
port. of the examination. These examina- 
` tions could be worked at firms’ offices 
or at the tutor's premises in London and 
elsewhere. 

There ‘will also. be five. niter for 


each part of the examination, consisting of. 


examination commentaries and a lead-in 
to the next part of the course. These 
tutorials’ provide a vital link between 
the student and tutor, besides giving an 
opportunity for discussion with the firm's. 
own staff concerned with education. 


1 


RTE release courses 


.. Mid-term release courses held at Caer 


Rhun Hall or in London cover the main 
aspects of the syllabus reducing the length 
of the pre-examinatión- course required. 
These courses which are optioñal and ' 
depend on the exact pattern selected- by 
the firm, will be held at off-peak periode 
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they can be provided, with maximum 
concentration of tutorial facilities. 


Pre-examination courses  . EE 


To be held in London, for a minimum of 
four weeks' duration depending on the 


“extent: of the mid-term release, pre- 


examination courses may be residential, 
especially for provincial offices. 


` EN ` 


Costs - ` E / ^ 


£i 
The cost of courses will naturally vary 
with the package. chosen, though the 
following give some indication of the 
general range: 


"Residential courses in North Wales 
Pre-study and mid-term . release — £28 ` 


per week (includes full board and study 
material). 


Non-residential ‘courses in London 


Pre-examination courses — {18 per week. 
Pre-study and mid- term release ~ £ 16 per 
week. 


Private study courses ( correspondente 
plus tutorials). 


Inclusive cost ~ fas per part. 


“SIR, - 


- August 17th, 1972 ` 


LETTERS TO ROUNDABOUT 


London Students’ Salaries 
Campaign 
On Friday, August 11th, there were 
references i in several daily newspapers to a 


‘pay claim’ by articled clerks. 
Incorrect information and extreme mis- . 


‘statement, of facts have led to highly 


fallacious reports. ` 
Mr Paul Hendrick is said to have stated 
(on behalf of the Chartered Accountant 


` Students’, Society of London) that the 


average wage of an articled clerk is £650 
a year, and he demands a minimum of 
£1,100 p.a. as a ‘living wage’. 

Undoubtedly some students do earn. 
less than £650 par others, like myself, 
working m top international practices, 
earn Over £2,000 and some earn about 
£1,500, p.a., even in medium-sized firms 
of accountants. 

There are no facts on. which Mr 
Hendrick can base his average of £650 
p.a. — itis pure supposition. ^ 

The level of {1,100 suggested as a mini- 


mum wage is not absurdly high, but in 


some areas such a wage would make: 
employers turn to other sources of labour 
thereby. depriving potential chartered 


accountants of places in firms 1 in which er 


train. 
Obviously it is wrong for people to:work 
40 hours a week for less than {12 a week. 


.'.,8s perhaps ro per cent of the 16,000 articled 


-— 


COURSES AT LEEDS 


As announced under ‘Roundabout’ on 
July 27th, the Leeds CASS have arranged 
a series of short courses to be held from 
September 12th to 15th for Final Part I- 
and II students. | 

. The courses, which will be conducted 
by Mr John Anderson, M.A., A.C.A., 
Principal of Caer Rhun Hall, together 


with some of his senior lecturers, are ' 
intended mainly as an introduction to the 


Institute’s examination syllabus, but will 


also be of considerable use to those taking” 


the November examinations. A minimum 
attendance of 8o is needed if the courses 
ate to-be successful. and: principals are 
requested to give every “encouragement 
to their-articled clerks to attend. 

Full particulars ‘are available from 
Barrie C. . Davies, c/o Peat, Marwick, 
Mitchell Sc. Co, Airedale House, Albion 
Street, Leeds Lë 2 


clerks in this country. do. “Their situation 


"Ed 

















EDUCATION THE ISSUE 


THERE is considerable emphasis on 
education and training in this issue 
of. The Accountant, and those 
réaders of ‘Roundabout’ ‘who have 
° not turned the pages assiduously up 
to this point are put on notice that 
there is a leading article discussing 
two new statements of the English : 
Institute on this important subject; 
there is a paper by Mr W. M. Allen, 
T.D., B.A., .LL.B., Oh ' Accountancy 
Education —the Future of the Public 
Sector’, and on another page there is 
«published a letter from Mr R. H.. 
"Taylor, F:C.A., Chairman of the 
Institute's Education Committee, . 
setting out the educational aims of 
the Institute. 


` 
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must be mad Fictitious facts will 


not help them. 


Nor is it helpful to ‘castigate The ` 
in. 


Institute of Chartered Accountants 
England and Wales, as Mr Hendrick does. 


The Institute is not a regulatory body and _ 


it does not have power in its Charter to 


lay down a mandatory scale of remunera-. - 


tion for articled clerks. 


However, it is helpful to públi the 


plight of those who are badly paid: their 
lot must be improved. 


Yours faithfully, ` 
. TERENCE C. WEBB, 
London EC2. 


articled clerk must meet the costs of his edu- 
cational courses, textbooks and examination 
fees. Commenting on the survey, Paul 
Hendrick, Chairman of the London Students’ 
Salaries Campaign Committee, said: “This is 
quite simply not a living wage. Articled clerks 
have’ to supplement their salary "by either 
scrounging money from their parents or taking 
up part-time employment which is contrary to 
the Institute’s regulations and which reduces 
still further what little time the articled clerk 
has available for study.’ The students intend to 
press the Institute to enforce a £1,100 mini- 


mum salary for articled clerks and plan to” 


lobby the Institute's special meeting on Sept- 


ember 27th. Said Mr Hendrick: ‘It is extremely 
hypocritical for the Institute to deny respons- - 


ibility in this matter. It is their policies which 


have created a situation where the present ' 


ridiculous salary level is possible." — Eprron.] 


Future Role of Students' 
. Societies 


Sir, — The article regarding the problems 
of the London Chartered Accountant 
‘Students’ Society (Roundabout August 
3rd) begs the question as to the role that 


all students’ societies will PANS to play in ` 


the future. 

Per the dicta of various Institute com- 
mittees and working parties, the future role 
‘is largely social. 


On the educational front, the nine-- 


Hond course will be out of articles, and 
the avowed policy of the Institute Is that 
professional.exams 1 and 2 will be studied 
for under linked. courses, demanding per- 
sonal attendance two or three days a 
month- at the participating colleges. 
Seemingly, the educational function of 
students’ societies will still- exist, as they 
must educate their members to be chartered 
accountants. I do not see the public sector 
-teaching other than technical skills. : 


With these points to guide one, it looks - 


as though the lines of development of 


JO 


Secretary of ACASS: 
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— societies over the next five to six - 
years will be: ` -Z i 


(1) Reorganization at a local level on a 
- basis similar to district societies. 

| (2) Co-operation between groups and, 
"their local college, aimed at ensuring 

a a grounding in accountancy. 

(3) The reasonable degree of co-opera- 
tion between district societies and 
students’. societies will be increased 
by mutual effort. 


Indeed; one would not be surprised at 
the renaissance of part of the late-lamented 
‘integration package’ relating to students, 
whereby they would have become junior 


| l f . - members of the Institute and the appro- 
[According to the salary survey referred to by |’ 
our correspondent, the present average starting 

salary is about £650 p.a. out of which the . 


priate district society. , 

The days: of the powerful student . 
society, and. even ACASS, are very: 
finitely nümbered. London, or any other 
society, should think hard before embark- 
ing on a fruitless course. The moving 
finger has all but written them out. 

Yours faithfully, 


(Bexhill, Sussex. en EUR PERCIVAL. | 


. notice under 


4 | Š | . 
PRESTON'S SUCCESSFUL VAT 
COURSE 


With a membership of a little over 150 it: `, 
was a creditable achievement that, due to ` 


some good publicity including an advance 
‘Roundabout’, over 70 


hy ` 
H 
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members of the Preston CASS attended a ' 
VAT one-day seminar on July 31st at 


Samelesbury Hall, Preston. 
Apart from the fact that those who 


attended came away considerably more . f 
knowledgeable on the subject, the com- . 


mittee were unanimous in the view that 


one on decimalization held two years 
ago, are to be successful they must be 


topical, so that students and principals. 


alike feel that something worth while 
has been gained. Í 

Resulting from the success of this 
latest seminar, the committee expresses 
the hope that there will be a similar 
demand for. those arranged in the future. 


` 


Students Win Golf Match with Seniors 


IN.A match with the Chartered Reais 
ants’ Golfing Society, played at Moor 
Park, Herts, on August 2nd, the Char- 
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Society scored -a notable win by ob 
matches to 54. There were foursomes in 


-if such seminars, as in the case of the . 


Y, 


the morning and singles in the afternoon, | 











tered Accountant Students’ Golfing and the nee were as follows: 
TE MORNING FOURSOMES 
CAGS Students 
R. Anderson M f P. D. Saggers 
P. J. Hughes G. A. M. Begg 
J. Foreman J. M. H. Grimsdick 
D. A. Gimson B. Tomlinson: 413 
R. A. Cawdron A. W. L. Cox 
R. Woodward J. F. Knight PUP 
P. D. Larman za P. L. Drown I 
JB Corrin H R. A Black 
F. Arnold” l J. H. Dyson 
S. Penwill SE A. T. S 
3 2 
: f AFTERNOON SINGLES 
- CAGS ` Students 
R. Anderson "S P. D. Saggers š 4/3 
P. J. Hughes . `: J. M. H. Grimsdick 2/1 
H A Cawdron ; 6/5 G. A. M. Begg 
J. Foreman 4 J. F. Knight $ 
D. A. Gimson A. W. L. Cox 2 up, 
P. D. Larman , B. Tomlinson 5/4. 
F. Arnold P. L. Drown . 5/4 . 
R. Woodward 5/4 J. H. Dyson. 
J. B. Corrin ` R. A. Black 5/4 
S. Pensill A. J. Shackel 3/2 
24 
.5 
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PROFESSIONAL NOTICES í 





- HOWARD, Howes .& Co and BROWN; 


. Peer. & TILLY announce that they have 


agreed to amalgamate their practices from. 
August 19th, 1972. The combined firm. 


will be known as Howanp, TILLY & Co, 
Chartered Accountants, which will prac- 
tise from Commonwealth House, 1 New 
Oxford Street, London WCIA IPE, 


Norfolk House, 187 High Street, Guild- . 


ford, Surrey and Raglan House, Raglan 
Street, Harrogate, Yorkshire. The part- 
ners in the new firm will be all the existing 
' partners of the two firms, except for 
` Mr J. E. BARRIS, M.A, F.C.A., who retires 
'- after. 36 years as a partner ' ‘of Brown, 
PEET & “TILLY.. . 


We 


APPOINTMENTS | I 


Mr John Bush, F.c.c.a., has been 
appointed executive director (finance) of 
_ Fram Filters. He retains his appointment 
- as secretary of the company. 


_ Mr David Fleming, A.C.A., has been 
appointed secretary and group accountant 
of Hillards, the Cleckhéaton-based super- 


markets and self-service stores group. 


.Mr David Iliffe, M.A., F.C.M.A.; has 
been appointed director of finance of 
Imperial Typewriter Co, of Leicester. 


Mr Roy Keefe, A. c.c.A., has been 
-appointed . group ` chief accountant of 


- LL. Lipton... 


Mr J.W. H. Miller, A.C.M.A., ES Gë 
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Avionic Systems. He will be pecs 


for the financial matters of the divisions 
at Rochester, Kent, in- addition to: his ` 


duties as assistant to the company's, 


financial director, Mr B J.A. Mangeot, 


^. F.C.A., C:R.AE.S.' 


Mr Mervyn E. Smith, C.A., fias been . 
elected to the board of H. R. Spence 


and has been appointed a director of . 


Reyüards. (Excavations) in order to, 
direct the expansion and development of 
trading activities in the plant hire, con- 
tracting-and allied fields. | 


Mr Peter D. Taylor, F.c.a., “has been . 
appointed .group financial. director. of. 
Turriff Construction Corporation. ` ` 


DOUBLE TAXATION = ZAMBIA 


The United Kingdom-Zambià Double 


Taxation Convention; which was signed 
on March 22nd, was published on August 
Sth as a Schedule to a draft Ser in 
Council. 


I ` 


APPOINTMENT. OF RECEIVERS 
IN SCOTLAND 


The Companies (Floating Charges and - 


` Receivers) (Scotland) Bill," which pro- 


vides for the appointment of receivers, 


.or receivers and managers, in respect of 


floating charges over property in Scotland 


(The. Accountant, July 6th) received its. 


third reading and completed its passage 
through the House of Commons on 
August 4th. — .- . 


+ 


NEW POST OFFICE GUIDE 


This year’s bigger and easier-to-use Post . 


Office Guide is now available, .at all post 


` offices and from Her Majesty’s Stationery 


Office. With the Guide. there is a: free 
supplement service, which keeps it up to 
date and in order to make pasting-in of 
additions easier, the page width has been ` 


increased by an inch to 64 inches. ` 


Apart from its new format, another 
innovation in the familiar red volume is 
the easy-to-find indexing at the page edge. 


. With a quick flick this brings the reader ` 


appointed’ treasurer of IBM United: 


- ` Kingdom; he will be: based at IBM’s: 


new administrative ` lid 


at 
. Cosham, near Portsmouth. 


Mr D. E. Philpot,: A.C.A., has hem 


appointed controller of Marconi-Elliott ` 


\ 
* 


to sections on inland and oversea post, 


inland ànd external telecommunications,. 


savings, remittance and other services 


and a useful alphabetical index. ` 


Datapost — the Post Office's overnight, 
guaranteed door-to-door service — appears ` 


in, the Post Office Guide this year for the ` 


first time, besides details of m miny 


z 
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PASSES 
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services ‘offered by the Post Office, 
ranging from ‘posts, Giro and telephones 
to the use of computer and data-trans- 
mission service. ` 

The price of the Guide i remains the 
same as last year — 20p — and with its 
660 pages of information about the vast 
range of services available, it-justifies e 
claim to be the best 20p-worth' i 
| paperbacks. 


$ 


PURCHASE TAX 
Terminal Regulations 
The Commissioners of Customs and 
Excise "have made the Purchase Tax 
(Terminal Provisions) Regulations 1972 
which relate to ‘sale or return’ trading and 
revoke, .by stages the Purchase Tax 
Regulations 1965, consequent on the ` 
termination of pugne tax on March 
3196, 1973. < 

The new regulations Matos with sale 
or return trading, which come. ihto 
operation on October ist, 1972, require 
traders having chargeable goods supplied 
under ‘sale or return’ arrangements in 
_their possession after that date to keep 
and preserve proper records of such goods 
and .to, furnish periodical statements to 
their suppliers of the goods which remain 
in their possession, and of goods which 
- they -have purchased. A notice, No. 77 
SOR, describing the effect of the regula- 
tions is to be issued shortly by the 
Customs and Excise to ‘all registered ` 


.traders and to trade associations. 


The provisions of the Purchase Tax 
Regulations 1965 to be revoked are 
essentially those for dealing with regis- - 
tration; declarations by importers and 
the making of representations as to: (he 
purpose of a purchase or importation `(to 
‘be revoked with effect from April 1st, 
1973); and with the furnishing of returns 
_ by registered traders (to be revoked with 
effect from May ‘1st, -1973). A notice 
No. 77T, explaining the residual pur- 
chase tax requirements when the general 
, charge of tax ceases-on March 31st, 1973, 


will be issued by the Customs and Excise 


at the end of the year. ` 


- VAT ~ STATUTORY 
~ INSTRUMENTS 
Eight statutory instruments dealing with 
value added tax were laid before Parlia- 
ment last week before the summer recess, 


AN RRC HOME STUDY COURSE provides ` the simplest answer. Backed by 43 years -.. 
of postal tuition experience and over 205,000 passes, it assures your success in all the 
. principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer 
m Appreciation, Costing, G.C.E., Insurance, Law, Local Govt, Marketing, Secretaryship, etc. 


Free 100-page book (without obligation) on applicátion to Careers Adviser 


THE RAPID RESULTS COLLEGE. 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
` Accredited by the Council for the Accreditation of Correspondence Colleges 
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in accordánce with thé programme for ' 


bringing the tak into operation on April 
Ist, 1973. Six are Treasury orders and. 
two are Customs and Excise regulations. ` 


The Value Added Tax (Gon al) Regulations 


‘2972 SI 1972 No, 1147 prescribe various 
practical arrangements for the working. of 
VAT and cover such matters as registration 
(due to start on October ist this year), tax 
invoices, the point at which tax becomes 
chargeable, deduction of input tax, imports, 
exports, warehousing, SES and recovery 
of unpaid tax. 


The Value Added Tax (Supplies by Retailers) 
Regulations 1972 SI 1972 No. 1148 make 
general provision for special schemes by which 
a retailer may calculate VAT on his outputs: . 

The Input Tax (Exceptions) (No. 1) Order 
1972 S.I. 1972 No. 1165, disallows deduction 
„of input tax on certain goods installed in new 
dwellings by builders’ selling freeholds or 
granting long leases of houses. 


The Input T ax (Exceptions) (No. 2) Order, 
1972 SI 1972 No. 1166 and The Value Added 
Tax (Self-supply) (No. 1) Order 1972 SI 1972 
No. 1168, The first order ensures that taxable 
persons will not De able to deduct or reclaim 
input tax on business cars (other than those 
acquired for resale or for further manufacture 
or processing). The second is of a technical 
‘nature relating to cars taken from stock by, 
for example, motor manufacturers and dealers 
and used for the purpose of their business. 
It has the effect of putting such cars on the 
same footing as other cars, so far as disallow- 
ance of input tax is concerned. 


The Input Tax (Exceptions) (No.. 3) Order 
1972 SI 1972 No. 1167 disallows deduction 
of input tax on business entertainment 
expenses: (except for entertaining overseas 
customers). + 


The Value Added Tax (Self-supply) (No. 2) 
Order 1972 SI 1972 No. 1169 brings within 
the tax certain stationery and other printed 


matter produced by exempt or. partly, exempt 


businesses for their own use. 


The Value Added Tax (Treatment of Trans- 
actions) (No. 1) Order 1972 SI 1972 No. 1170 
removes from the scope of VAT any free loan 
of goods which is made by a taxable person in ' 
the ordinary course of his. business and for the. 
purpose of that business. , 


The detailed effect of the orders and 
regulations.are described in explanatory 


booklets published and distributed by 


Customs and Excise as part of the-trader : 


information and. publicity campaign for 


VAT. 


A number of other orders and regula- 
tions will be required later in the year to 
deal with some specialized aspects of the 
tax, but the main instruments have now 
been made.: 


THE 
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In its Se survey Return of Rates ' 
1972-73, The Institute of Municipal 
Treasurers and Accountants gives details 
. of the rate levies-of 856 local authorities 


in England and Wales. In all, 24 show 


a reduction over 1971-72, a further ` 
29 no change and 803 show increases; 
however, the increase in the average 
` local authority rate between 1971-72 


` and 1972+73 was 9'5 pef cent compared 


with I4'5 per cent between 1970-71 

and 1971-72. ` 
Whereas last year 13 authorities in 

the return showed increases of over 20p 


` 


Grasts 
Rates (including domestic element RSG)" 
Balances 


TEN ` IMTA Rates Survey 


‘in their rate in the £; this year only two 


found such large increases necessary. 


As far as domestic ratepayers are con- 


cerned the increase in the rate relief 


from glp to 104p has meant that in 99 
(12 per cent) of the authorities there has ` 


been no- increase in domestic rates. 


The total estimated revenue expendi- - 


ture to be met from rates and grants for 


all local authorities in England and. 
. Wales has risen by 16 per cent to £5,192 ` 
million in 1972-73. This net expenditure 5 


is financed as follows: 





` Increase 
. ; QUer.1971—72 
£ million Per cent Per cent 
.. 2,779 , (53) T17 
ws, 2,276. (44) +13 
146 (3) +64 
5,192 ' (roo) +16 


mA 
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As shown in the following fable education accounts for nearly half of the total - 


expenditure: 


Total expenditure to be met from rates and government grants 


4 


Education .. _.. Ss Se 4. 
Police | 
. Highways Es = 
Social Services es Se 
Housing 
Sewerage and Sewage Disposal 
Local Health Authority Services 
. Refuse Collection ‘and Disposal. 
Other. . TIME OD 


i "d i ' n 7 


Copies of Return of Rates 1972-73 


may be obtained from the Secretary, T'he 
- Institute ` of Municipal Treasurers and 


ei 


IN PARLIAMENT 
Bankruptcy 


Mr CLINTON Davis asked the Attorney- 
General in how many cases in each of.. 
the years 1970, 1971 and 1972 were 
applications made for the adjournment 
of bankruptcy proceedings by debtors 


' supported by the Government; and if he - 


will publish the circumstances in which 
this was done. 

‘THE ATTORNEY-GENERAL: Applications | 
for the adjournment of public examina- 
tions ` on behalf of. the debtors, 





FULLER PEISER & CO 


CHARTERED SURVEYORS 


the | 





Increase x 
over I1971—72 
£ million Per cent ~ Per cent 

2,490 (47:9) ` 17 
413: - (8:0) +21 
407 (7:8) +15 
320 (6:2) -+23 
“306 (s'9) +8 
176 ' (34) kg 
150, (2:9) +15 
127 (2:4) , hid 
E 803 (15:5) +15 
5,192 ' (1000) +16 











Accountants, Y Buckingham Place, Lon- 
don SWIE ORS at.fr 50 each, Post 


free. 
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Official Receivers or the Trustee ‘in 
Bankruptcy have been. made on the 


following occasions: 


1970 396 
1971 - 466 
. 1972 to date 325 


No applications have Bes made by, 


or supported by, the Government. 


Hansard, August 4th, 


1972. Written 
answers, col. 219. | 


Companies: Returns 


Mr CLINTON Davis asked’ the Secretary: 


of State for Trade and Industry (1) what 





AA 


Ltd that such 


action his P aman proposes to take 
against the Ulster Bank of Belfast or 
other persons for making a false return 
in failing to disclose in the Companies 
Register in relation tó their holding of 
99,998 shares in Midland Cold Storage 


- nominees; (2) what action his Department ~ 
proposes to take against Midland Cold 
Storage Ltd for snaking. a false -return 
-in failing to disclose in the Companies 
Register that 99,998 -shares were held 


A 


„by - nominees; 


shares were held as . 


d . > à 
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(3) what investigations 


have been or are to be made by his. 


Department concerning a false return 


which ,was made in the Companies 


Register concerning the holding of 
99,998 shares in Midland Cold Storage 
Ltd. - 

Mr Nne L am making inquiries 


_and. will write to the hon. Member. 


Hansard, August 4th, 1972. Written 
answers, col. 236. 


THE INSTITUTE OF ‘CHARTERED ACCOUNTANTS 
| dis ENGLAND AND WALES 


Disciplinary Proceedings 


Disciplinary Committee — EE July 6th 1 972 


y 
— e ~ 


1. David George Hannah, A.C.A., of 22 


Stiels, Coed Eva, Cwmbran, Monmouth- 


shire, having failed to pay a subscription 


or other sum payable by him to the Insti- .. 


tute under the bye-laws 


. In that he had not by 2 May 1972 paid 
‘to the Institute the sum of {20 due 


from him under bye-law 41 (f ) on: 


'.. 17 November 1971.: 
“was EXCLUDED tom membership. 


/ 


; A John Piai Ottaway, A.C.A., of Flat 1, 
4'St Johns Road, Tunbridge Wells, Kent, 
having been found guilty of acts or de- 

faults discreditable to a member: 


(a) In. that he having incurred a 
financial liability in respect of his 
professional practice to a Mrs X 
and having undertaken on 22 April 
1971 to discharge that liability in. 
two instalments without good cause 
"failed to honour his undertaking 


(5) And in that he without good cause > - 


failed within a reasonable time to 


reply to a letter addressed to him. 


on 2r January 1972 in his profes- 
sional capacity by a firm of char- 
tered accountants 
(O) And in that he without good cause 
failed within a reasonable time to 
reply to the usual professional 
. ‘reasons letter addressed to him on 
- 27 October’ 1971 by a second firm 
-` «0f chartered accountants in réspect 
of the affairs of a former clierit 
@ And in that he without good cause 
failed within. a reasonable time to 


LS 


‘reply to a letter addressed to him ` 


S on 27 January 1972 in his profes- 


chartered accountants referred toin 
(c). SEN | 


ke 
Le 


sional capacity by the firm. of 


(e) And in that he having" incurred a 
financial liability in -respect ‘of his 

_ practice to a Miss Y and: having 
undertaken on 28 January 1972 
to discharge. that liability in. two 

"instalments without good cause 
‘failed to honour his undertaking 


(f) And in that he without good ‘cause 


failed within a reasonable time to 
reply to a letter ‘addressed to -him 
on 5 ‘April 1972 by the Institute 


` was EXCLUDED from membership. , 


3. Alexander Oswald Cowan, F.C.A., of 
44 Beckley Parade, Great Bookham, 


Leatherhead, Surrey, having been found. ` 


LI 
ps 


SET P . August 17th, 1972 


TAXATION REPORTS ` 


The publishers of Taxation Reports 
regret that some copies of-the latest part 


(pages 69-104) were wrongly collated, 


cértain pages appearing twice and others 


being omitted. They would be glad if. 


. subscribers who may have received faulty 


copies would kindly return them, to 
Gee & Co (Publishers) Ltd, Priory Press, 
London Road, St. Albans, Herts, when 
corrected parts us be supplied, and 
postage refunded. . 


met” 


. (b) And in that he ie good cause 
‘failed within a reasonable time to 
reply to a letter addressed to him. 

"On I7. i i 1972 by the 
- Institute 


^ Was REPRIMANDED. 


. 5. Malcolm - Moss, F.C.A., 


guilty of acts or defaults discreditable 


to à member 


(a) In. that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him 
in his professional capacity on 29 
September 1971 by a firm of 
- chartered accountants 

(b) And in that he without good cause 
failed within a reasonable time to 
reply to a letter addressed to him on 
4 January 1972: by the Institute 


was REPRIMANDED, 


Peter fus Littlemore, F.C.A., is 34 
Stamford Lane, Warmington, Peter- 


di borough, Northants, having been found 


guilty of acts or defaults discreditable toa 
member i 


(a) Iù that he deeg good “cause 
- failed within a reasonable time to 
reply to a letter addressed to him in 
- hiš professional . capacity on. 26 


^ March 197X by a then client of his 


eo os 


` 


of 74 New 
Cavendish Street, London Wi, having 
been found guilty of acts or ‘defaults 
discreditable to a member 


` (a) In that he despite having informed 
the Companies Liquidation Branch 
on 12 May 1970 that he was taking 
steps to convene the final meeting 
in the liquidation of a limited 
company, of which company he was . 
the liquidator,. within 7 days, 
without good cause failed to take 
such steps until May 1972 

RC And in that he without good cause 
failed despite 7 reminder letters, to 
reply within a reasonable time to a 
letter addressed:to him in his capa- 
city as liquidator of a limited com- 

. pany by the Companies Liquidation 

Branch on 22 July MU: 


“was REPRIMANDED. 


[We are asked to state that Mr ‘Malcolm 
Moss, F.C.a., of The Standard Catalogue 
Co Ltd, 26 Bloomsbury Way; London 
WC, has no Connection with Mr 
Malcolm Moss, F.C.A., of 74: New 
Cavendish Street, London Wr. - Editor]. 


6. A ee having been found guilty of 
acts or defaults discreditable to a member 


' (a) In that he without good cause 
failed within a reasonable time to 
reply to.a letter addressed to him in. 
his professional capacity on 9. Nov- 

. ember-1971 bya Mr X . 

(b) And ih that he without good cause 
failed within a reasonable time to 
‘reply to a letter addressed to him on 

. 22 February 1972 by the Institute 


was REPRIMANDED but the Committee 


considered that. there existed - special 
circumstances justifying. the omission of 
his name from the publication of the 


' Finding and Decision. 
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. Many hundreds of accountants have found the right job 
through this useful service. Our information centre (near 
Moorgate Station) provides details on jobs, prospects and 
client firms. Consultants are always available to discuss 
your requirements and to offer expert advice. 


LEWIS, COATES € LUCAS LTD 





LAW STATIONERS 


FREE LISTS OF VACANCIES COMPANY PRINTERS 


will be posted to you or you can drop in and — without any 
form-filling — study the classified registers. Over 500 vacancies COMPANY AGENTS 
in the U.K. and overseas offer you the widest choice. Ring 


Vacancies cover the whole range from Trainee to Financial 
Director. Salaries: up to £7,000+. 


Temporary Staff: M. Farrer, 01-628 0391 
Terms are better than is usual for temporary assignments. 


EMPLOYERS: Our register of candidates lists hundreds of 
accountants we have interviewed in depth, and perhaps one 
of them is the man you seek. To find out ring me now and 
I shall let you know within the hour. 

R. Thornhill, 01-628 8869 


fos eniti @ | Draft Memorandum and Articles 
| supplied by return of post 

Public Practice: L. Kelleher, 01-628 4550 @ | Company Seals and Books 

More than 300 Professional firms utilize our services in e | 

engagement of all grades of staff fromsArticled Clerks to e Notepaper, Bills, etc., printed 

Partners. Salaries: U.K. - up to £5,000; Overseas — up to @ | Rubber Stamps 

EES x @ | AN office requisites 
Commerce and Industry: R. Thornhill, 01-628 8860 | ! ; | READY-MADE COMPANIES 


inclusive 





38/40 FEATHERSTONE STREET 


RICHARD OWEN ASSOCIATES || | onsen Ect 


01-2 ; 
47. Finsbury Court, Finsbury Pavement, London EC2A 1HT 53 2977/8/9 Telex 262687 








T For | | | 
AUCTIONS and VALUATIONS 
of 


FACTORIES, PLANT and MACHINERY 





Henry Butcher & Co 
39/62 HIGH HOLBORN, LONDON WC1V 6EG 
Telephone 01-405 8411 (9 lines) 
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EVENTEEN resolutions are to be considered by mem- 
“bers of The Institute of Chartered Accountants in 
England and Wales at their special meeting on September 
27th; and though some of these are purely formal in their 
effect, others are of the greatest importance to the future 
of the Institute and of the profession. 
The principal objects of the resolutions are to allow the 
‘Council an increased flexibility in the conduct of Institute 


affairs — particularly in its powers of investment, and’ 


including deletion of the present notorious clause, 16 of 
- the. Supplemental Charter of 1948; to facilitate imple- 
. mentation of the definitive plans for education and training 
featured on this page in our issue-of May 25th; and to 
provide for the direct election of members of Council by 
districts, as recommended by the Special Committée on 
Future Policy (The Accountant, February 24th). — . 
Surprisingly, the only previous codification of the objects 
of the Institute is to be found in the recital of the objectives 
of the original constituent societies and reproduced in the 
preamble to the original Charter of 1880. Within clause 1 
“of the Supplemental Charter, the opportunity is now being 
taken to introduce as ‘principal objects”: 


.. "To advance. the theory and practice of accountancy in all 
its aspects, including in particular ae financial manage- 
ment and taxation; .” 


‘To recruit, educate and train a body of members skilled in 
- these arts; 


“To preserve at all times the professional independence of 
accountants in whatever capacities they may be serving; 


“To maintain high standards of practice and professional 
conduct by all its members; and ^ 


"Do do all such things as may advance the profession of 
Ñ accountancy in relation to public practice, ea? comi- 
merce and the public service. 


_ . Though these objects have been pursued de facto and 
with considerable success for many years, they are none the 
worse. for” being set out in terms and are BE as we 
think, to Be seriously contested. 

' The constraints placed upon the investment powers. of 
the Council by the present bye-law 24 are less than con- 
uae to a realistic investment policy under modern 


ar: 
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conditions; and whilst no one would suspect such a body ' 
of seeking to engage in rash and hazardous speculation, the ` 
new proposals would allow a far wider freedom to invest 
in, particularly, the stocks of substantial industrial enter- 
prises quoted on recognized stock exchanges. 

It comes as no surprise, either, that the Council bas ` 
recommended deletion of the present Charter clause 16; 
the power of ‘control and regulation’ by the membership 


which it contains has already been described as a constraint ' 


under which no board of directors could operate, and its ` 
presence undoubtedly facilitated an embarrassing situation 
at the 1968 annual meeting of the Institute. 

Within the sphere of professional education and training, 
the Council is seeking power to make regulations for the- 
conduct and content of examinations, in place of the present . 
Charter clause r7-— this, no doubt, in the interests of 


flexibility and administrative convenieñce — and for requir- ` 


ing candidates 'to attend and successfully complete one or 
more courses of tuition . . 
times . 
regulations prepared by the Council and included as part 
of the documentation: for next month's meeting, as an, 


. in such subjects and at such . 
. as may be prescribed in such regulations’. Draft 


H 
i 


indication of the manner in which it proposes to exercise. ` ` 
this power, relate only to the nine months’ foundation ` 


course; but the proposed bye-law, as quoted, is un-: 


l doubtedly wide, enough to permit the Council to prescribe | 


at some future date definitive courses for all or any of the 
Institute's examinations — no doubt with the recent pro- 


posals for accreditation of educational institutions (T he l 
Accountant, August 17th) well in mind. i | 


If we may venture at this stage into prophecy, we would 


anticipate that the, proposals for direct. election of Council 


members. are likely to prove the most contentious part of 
the agenda. Existing methods have from time fo time been 
criticized, by ourselves among others, for not-always being 


‘seen to function in a truly democratic manner. Neverthe- — 
less, despite their theoretical imperfections, they have in: 
. faét brought to the service of the profession a number of 


devoted and very ; able men.. The Special Committee must - 
have had well in mind, in recomménding this particular. 


change, a corrective to the apathy which so many of. the 


` - 
` m . . e 
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Institute's mentes display i in its affairs: but if this ECH 
persists, its existence, will be no less marked. under the-new 
` procedure, and its effects potentially more disastrous. 


has in. practice ‘contributed significantly tothe calibre of 
-the Council. At the:very least, it could anticipate and avert 


‘the ‘case of the flamboyant ` candidate, or the candidate 


' whose, background — for reasons difficult adequately to. 


`. 
1 f 


` f : SA 


` Profitable Practices 


H 


RESUMP'TUOUS though it may be to suggest’ to 
- another the level of his personal target income, account-. 


ants who underestimate their own value can scarcely 
expect their clients to put the matter right. From this un- 


| exceptionable starting point, Mr M. H. Cabourn Smith, 
' F.C.A., develops the case for standard: cost budgeting i in an 


REN practice — a form of activity which in fact. 


responds well to this well-tried tool of management. | 
- Aids: to Profitability, Mr Cabourn Smith's paper, has 


^ now been published as the 14th i in the series: of ‘Practice 
Administration’ booklets by: The: ‘Institute of Chartered I 


Accouñtarits in England and Wales: The author’s purpose, 
as indeed. with-all other booklets'in this series,-has ‘been. to 
stimulate discussion and to assist practising accountants in 
the organization, administration’ and development of their 
practices. `` E l : 

The key to e proper fees, it is suggested, is to 
give the client ‘the service he needs and the service -he 
wants’; these, as: many practitioners have already been 
' driven to recognize, are not always the same thing. Number 


- of clients alone is not a significant factor and may indeed 


prove, it is implied; to be a positive embarrassment — since 
‘it is better for the practitioner, in both peace of mind and 
pocket, to serve a small number of clients well than a larger 


number indifferently. Further, every practice has the client 


- who cannot or will not. pay for the job, and the loss of this 
gentleman répresents a gain in terms of time to be devoted 


`- to the affairs of those who do pay proper fees. 


-— 


Many years ago, a senior member of. the- -profession 
(whose name now unhappily eludes us) offered some 


consolation to a younger practitioner who bad been alarmed ` 
‘to find how much. of his practice, consisted of ‘special’ ` 


non-recurring work; in the view-of the older man, so long 


ge an accountant retained his perception and abilities, there | 
was. no : need to fear that further ‘special’ assignments 


would not be forthcoming in the future. 'This same point is 
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. Current Affairs . 
` This is My Life 


- Létters - 
made by Mr Cabourn Smith, since the. one ii staff, ` 


ir 
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(|. Augus 24th, 1972 
SE ina nomination paper — might prechide bis adequate 
‘Participation i in the wore of e particular committee of 


. the Council. : 
-: The ‘screening’ at district society level which has hither-. | 


"oto been a practical prerequisite to Council membership i is,’ 
of course, without constitutional warrant of any kind, but ~ 


Provisions . are also included for ‘the - ge retire- 
ment at age 70 of ‘Society appointed members’ of the 
Council, under the 1957 Scheme of Integration. Whilst 
conceding’ that this age limit is in, accordance with general 


. practice, we cannot refrain from observing that the only 
the ‘perils of ‘support. cells and. demagogues’ so- vividly ` 


foreseen earlier this year by Mr E. K. Wright, M.A., F.C.A., n 
“ROW ' Deputy-President of the Institute; not to mention 


two surviving appointed members- Mr W. Bertram 
Nelson, C.B.&., F.C.A., and Mr.J. S. ‘Heaton, F.C.A. — are 
men of the highest. distinetion: held in affectionaté regard 
throughout the profession and whose services many would 
be content to retain for as long as they were available. 


^ . 
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required to carry on the practice must take account both 


of recurring’ work and of special work; in the majority of 
_ practices, he suggests, the amount of special work isun- 


likely to show significant variations from one year to an- 


other, though its composition will of course vary. 


A cardinal féature in ‘any professional, practice is, of 


course,. the ] proper control of work in progress. The author 
here touches on what is still a contentious point in some 
‘offices — namely, whether staff should know: their own 


charging-oüt rates. Mr ‘Cabourn Smith’s view is that 
nothing is gained by attempting to keep this information 


`. from them, since if they are sufficiently interested to do so, 
‘they can usually discover it anyway. If they do know their 
. rates, they can record on their time-sheets the standard 


charge'for time put in against each. ENS thus. reducing 
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the EUN lábour of keeping. "work in progress 
records. Keeping these records in terms of both. time ` 
and money, , it is suggested, is an EE clerical 
labour. 

-One problem i in the control of work.i in progress in most 
offices-is the ever-present difficulty of persuading or co- 
ercing staff out of the office to'submit time-sheets promptly ; 
such laxity appears to be in itself.no barrier to advancement 
in the profession, since amongst those who have from time 
to time been rapped: for it will be found the namés of the 
late lamented P. D. Griffiths and William Plender! One 
solutiori that has been adopted by some firms is.to combine 
the time-sheet with the staff expenses claim-form.' 

The aim of three months’ work in progress : asa maximum 
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dui is likely to be dismissed by some. practitioners as an 
-unattainable ideal, though we can see no reason why it.” 
should be so. Clients’ memories are ‘notoriously: short, and . 
there is a great deal-to be said for. rendering the bill while 
the service performed is still fresh in mind. A contributed 


article in The Accountant for August roth, 1968, argued that | 


'an accountant is perfectly. entitled to. ask his client for some: 
- form of progress payment as the. work. proceeds’, and Mr. 
-Cabourn Smith returns to the same point. As he says, itt 
may be the mark of a professional man that the client's . 
interests. must ‘prevail, but a little organization is all that, 


is necessary to reduce the margin by which they do. Ia - 
number. of practices, as he finds, the client’s work comes, 


first-and practice administration a bad second: LM 
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Professor 


PPORTUNITY is: being —taken, 


International Conference on 
Accounting Education 


| ‘Toshio E 


. last two years in nearly. all parts of. 
the country. Thesé ‘are among the 


- findings ‘of: the 1972 Clerical Salaries E 


Analysis’ published. last’ week by ‘the ` 


Institute. of Administrative Manage--; 


ment (formerly the Institute of Office 
Management). 


Iino T apan). The pay of the odo. office girl - 


by the Australasian Association of | 
age "Teachers of Accounting; 
“to sponsok the Third International 


Conference on. Accounting Education 


in Sydney,: Australia from October. 
. 21st to 23rd next; immediately. fol-. 
-lowing the Tenth International Con- : 


“gress of Accountants. The conference, 
_ devoted to the subjects, of teaching. and 


research in accounting, is’ open to all. 


interested persons. 


“Proceedings will be- opened in the ` 
Mereyrether- Building of Sydney Uni-. 


versity at 9.15 a.m. on October zrst 
with an address of welcome from the 
"President of AAUTA, Mr W. P. 
Birkett. Subsequent addresses are 
plarined to include “The two roles of a 
university — inquiry and teaching’, by 
Professor W. ]. Vatter (USA); "The 


role of the academic as a critic’, by. - 


‘Professor Kenneth, Byrd (Canada): 
“What - is. empirical research?” - by 


Professor G. J. Staubus (USA); “The - 


. use of empirical material in teaching 
accounting”, by Professor J. R. Small 
(UK); “An appraisal of professional 
and individual research’, by Professor 
Gerhard Mueller (USA); and ‘Ac- 
counting: theory construction’, by. 


- 


«conferénce,. and’ ample, time’ will be 


_clusive of lunches, light E 


English will-be the language of. the 


given for quéstions and: discussion by 
the general body of participants. It is 
assumed generally that participants 


from overseas will also be attending 
thé Tenth International Congress of / 


Accountants, and will be taking ad- 
vantage of the accommodation and. 
entertainment facilities already advised 
in that capacity. 


The conference fee is -$A17, in 


local, transport and documentation. 
Inquiries | and applications to. attend 
should be addressed to the Conference 
Secretary, Mr R.. S. Brown at the 
Department of Accounting, University - 


of Sydney, d NSW, Australia 


2006. 


Office Salaries LET 
ALARIES of office workers rose 


by between 25 and 43 per cent in 
the two years 1970-72, compared with . 


an increase: of approximately rr per 
.cent in the preceding two years. 


Women in British offices are about as- 
far from. K papar pay as EE? were in 


- 


d 


compares. favourably with ‘that of.” 
female manual workers, although aver- . ` 


D 
A 


1970, and office workers’ salaries have’ *: 
gone up, in percentage. terms, twice `` 
as much as the cost.of living in the ` 


age earnings of men in offices are " ' 


generally less than those of manual: 


workers — in some cases by as much as 
£6 per week. Even'if manual workers’ ` 
pay. is adjusted by reférénce to the 


shorter hours usually worked in offices, 


the manual worker is.still better off i 


than most male office staff. 
Rates for women in offices have 


"generally gone up about, 5 per cent 
"more than those of men in the last , ` 
two years, but are still less than 80 per - .: 


cent of the men’s rates; in cash terms,- 


women are as far off equal pay as 
‘In terms of the money differ- . 
"women's, -. 
salaries are further from men’s salaries : 

than they were in 1970.: This.does not ` 
mean that employers- are. deliberately 
not implementing the Equal Pay Act; - 

it is more the. result of awarding [ue 


ever. 


ence’, the report states, 


increases on a percentage basis.’ 


` Secretaries’ and typists’. rates have | .- 
increased. by not quite. as much as” - 
those of: their clerical” colleagues, `. = 


which may indicate a slight easing in ` ^ 
the market for their skills — or possibly: 


wider use of. audio E centres. 


8. er 
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` income, 
^ waste did not exist. 
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. Control! of Public ` j 
Expenditure - 
HERE can be few readers of. this 
journal who, like every other, tax- 


. payer, have not expressed the view 
that government departménts waste 


money. As. with most generalisations. 
there is certainly sóme truth in the - 


assertion, as the réports of the old 
Public Accounts Committee or the 
Estimates Committee not infrequently 
.indicated. At the same time, it is a fair 
bet that the same charge can be made 
of most large organisatioris, and when 
the Government is responsible for 
spending virtually half the national 
it, would be surprising if 


' However; the departments: of gov- 
ernment are fully aware of the problem 
and ever since the Plowden Com- 


- mittee's review of spending procedures 


‘Abominable Law’ 


EFORE the Courts rose for the 

summer vacation, judgment was 
given in the Court of Appeal on the 
effect of what Lord Justice Denning 
described as -‘an abominable’ : law 
| passed in 1941 which. purported to 
` deprive German Jews. abroad of their 
- German nationality. The Court un- 


-animously reversed the decision of 


Mr Justice Goulding in Oppenheimer 
. 9. Cattermole (The Accountant, March 
gth, 1972), which followed his similar 
decision in Nothman v. Ge (March 
‘and issue). ` 

While one hopes that the survivors. 
of Nazi persecution may enjoy long 
life, the amounts’ of the ‘pensions 
accorded to them by a penitent Ger- 


man government “can scarcely bulk 


large in the balance of payments; thus, 


- in view of the relatively small sums ` 


involved and the narrow ambit within 


. which the High Court decisions would 


‘apply, it.is astonishing that the 
Revenue should-have thought. fit to- 


pursue the matter to appeal. It has 


been even more surprising to learn 
that, in a field of law virtually without 
precedent, three learned judges should: 
have found themselves constrained to 
give legal effect in the United Kingdom 


"to,a wartime German decree of 1941, 


since declared void (in 1968) as part of 


.to the’ current . 
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a decáde ago, much has been done to 


co-ordinate the expenditure -policies : 


and plans of thespending departments. 
Those requiring a brief summary of 
the scope of these activities are referred 


Progress Report, published. by the 
Information Division of the Treasury. 
'There is a thorough-going annual 


survey of expenditure which projects 


government outlays over the next 
quinquennium. 'Then, in February of 
each year, the recently-formed Public 
Expenditüre Survey Committee starts 


its own review of the spending. plans ` 
.and by June a report is submitted to 


the Ministers. Following a Ministerial 
review, the results are set out in the 
White Papers on public sector outlays 
which later are debated in the House 
of Commons. 

. Moreover, there now exists a com- 


mittee known as PAR — programme. 


DI 
f 


Recognised 
the rehabilitation of post- bo Ger- 


many. 
The, legal Sit in e" is onis 


marginally a tax one, but it does offer ` 


food for thought i in thé. context of the 


- Ugandan situation and others where 


nationality, statelessness, and the sup- 


posed right of an individual's country- - 


of birth to disavow his allegiance ‘on 
slender grounds are “all. in the news. 


The problem here is in essence one ' 
discussed under the description renvoi - 


in.private international law, which was 


: éonsidered with specific reference to. 


German law by the committee which 
reported’ in 1956 (Cmd 9068, purae 
graph 23). ` 

At a time when: the abita Acts 
of a sovereign state are liable to be 
attacked as being. inconsistent' with: 
basic human rights, it is being asked - 
whether. the’ judiciary in countries 
which respect those rights.does well to 


place such ‘abominable law’ on a par 


with the ordinary framework of justice. 


‘In England especially, the narrow 


legality of common law has for cen- 
turies been tempered by the search 
-for true justice dispensed by the courts 


of equity. | 
Leave has been given to appeal. Gi 
‘the House of Lords; 


there be found to do judgment? 


5 
-- + 


issue of Economic : 


 Dwyer,. 


can a «Daniel. 
rules, valuation of assets and dau 
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us and review — which "works 
with the departments, the Treasury, 


the Civil Service and the new Central 


"Policy Review Staff, so that now one 
. can hardly assert that. the . public 


sector does not at least try to Fe 
economical. 


H 
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Irish Institute”s 
Examination Results 
T the 1972 summer ‘examinations 
of,.The ` Institute of Chartered 
Accountants in Ireland, a total of 776 


candidates presented themselves for 
all Parts, of whom 261 (34 per cent) 


- were ‘successful. A further 8 per cent 
. were 'referred' in one paper. 


- The: over-all - pass percentage was 
significantly lower . than average - in. 


' Parts IV and V of the examination; 


only 50 out of 220 candidates (23 per 
cent) were able to satisfy the examiners 


_in Part IV, and only 63 out of 232 (27 


per cent) i in Part V. 
First place in the Dart V examina- 


' tion, with the—Incorporated. Society 


Jubilee ‘Prize’, was awarded to Mr 
B. J. Byrne, of Dublin, with Mr.J. J. 
also of Dublin, in second 
place and Mr J. A. Matt, of Rosses 
Point, third. Other: honours included: 
Part IV 

1. Mr D. V. O Teaiy, Dublin (Samuel 

Smyth Memorial Prize). | 


2. Mr B. Stephenson, DeJgany. 
3. Mr P. N. Ryan, Dublin. 


e III (tr ansitional arrangements) 
Mr W. M: Ledwidge, Dublin 
K H. Muir Memorial Prize). 

2. Mr R. J. Stevensón, Ballymena. 

a. Mr-J. Kennedy, Belfast. "P 


The, names of the successful can- 
didates” in Parts III, IV and V, 
together with a summary of the results, 
'are published on. pages 247 ànd 248 
of this issue. 
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‘Netherlands Deeg 
Standards 


UBLISHED accounts of Nether: 
land companies for any financial 
yéar commencing on or after May rst, 
IQ7I, must value assets and liabilities 
on bases which lead to ‘a fair presenta- 
. tion of.the size and composition of the 
enterprise’s capital and results”. This 
. is one consequence of the Netherlands 

Annual Accounts of Enterprises Act.. 
` Whilst the Act prescribes no specific 
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and the determination of the result 
-have to comply with standards that 
are regarded as being acceptable in 
“economic and social life. The business 
.community in the Netherlands is at 
present allowed a certain freedom of 
“action in the field of accounting stan- 
dards, and amongst the reasons ad- 
“vanced - against prescribing specific 
i bases of valuation are: 
| (i) the science of business econo- 
mics is still too nebulous for 
enactment of a specific method; 

. (11) for purposes of valuation, the 
basis of current cost is as much 
defended as that of historic cost; 

(1) for certain categories of busi- 

x ness, some bases of valuation are 
more appropriate than others; 
and 

(iv) it is important not to close the 
door to future developments. 

With the assistance of manufac- 
turers' and trade associations, and 
trade unions, the Nederlands Instituut 
van Registeraccountants has under- 
taken a survey of accounting bases 
currently in use with the aim of evolv- 
ing acceptable standards. 

The English text of the Act, together 
with an explanatory note, is available 
from NIvRA, Mensinge 2, P.O. Box 
7994, Amsterdam (price Hfl. 27,50). 


Canadian View of 
Accounting Principles 


HOSE who appreciate the diffi- 

culties involved in clarifying gener- 
ally accepted accounting principles 
will be interested in a recently pub- 
lished Canadian book which has been 
-described as ‘one of the most signi- 
ficant contributions to accounting 
literature in the past decade’. 

The new study, Accounting Prin- 
ciples — A Canadian Viewpoint, which 
is published by the Canadian Institute 
of Chartered Accountants and written 
by Mr Ross M. Skinner, F.c.a., 
national director of accounting studies 
for Clarkson, Gordon & Co, directs 
attention to the important roles that 
both industrial and public accountants 


have played in the development of 


accounting principles. The account- 
ancy profession, which stands between 
management and the users of financial 
reports, has from time to time 
pioneered in the development of 
accounting principles but until re- 
cently its efforts have been mainly 


directed to confirm the best of the 


existing practice. 

Mr Skinner’s study indicates his 
concern that 'general acceptance' is 
not a proper foundation for the estab- 
lishment of accounting principles and 
recommends that the profession should 
assume the responsibility for establish- 


ing a ‘quasi-legislative’ authority which | 
would enunciate accounting principles | 


in the broadest terms and give a 
supporting chain or reasoning. He also 
wants an agency set up to give opinions 
on the application. of the recom- 
mendations of the 'quasi-legislative' 
authority to specific cases. 

He indicates that the professional 
societies of accountants and the securi- 
ties commissions, because of their 
independence, are the only organiza- 
tions possible of consideration for the 
role of legislating accounting principles, 
but he rejects the securities com- 
missions because 'they are sufficiently 
hard pressed to perform their regula- 
tory and control function without 
taking on the additional function of 
legislating accounting principles’. 

Mr Skinner's soo-page study makes 
a comprehensive comparison of the 
accounting principles followed in. the 
United Kingdom, the United States 


and. ‘Canada. It traces ‘the: histc 
development of accounting principl 
and describes solved and unsol 
problems in present accounting pra 
tice. At the same time the book is 
of course, written for the profession in 
Canada; in the UK the author's. 
suggestion of a  'quasi-legislative 
authority has in some measure been 
given effect by the establishment of ` 
the Accounting Standard Steering ` 
Committee. Published ASSC state- . 
ments of standard accounting practice _ 
are not yet supported by any similarly ` ^ 
published series of ‘opinions’ on the 
application of such | 
specific cases, but could this not bea. 
logical future development? 








Training Forums for 
Principals . CUN 

"WO forums to be held in the ` 

autumn will provide members of — 
The Institute of Chartered Account. — 
ants in England and Wales with a... 
comprehensive survey of the various 
aspects involved in training articled 


clerks. Non-members with an interest . 


in training future members of the. : 
Institute are also welcome to attend. => 
Designed particularly to meet the 








Mr Douglas Morpeth, T.D., B.Com.. F.C.A., President of The Institute of Chartered Accountants. ` 
in England and Wales, entertained Ross Edwards, the Australian test cricketer and a member 
of The Institute of Chartered Accountants in Australia, to lunch at Chartered Accountants' Hall 
last Thursday. Those attending the lunch included Richard Hutton, MA A.C.A., the Yorkshire 
County cricketer son of Sir Leonard Hutton; John Whitehouse, an articled clerk with 
Thornton Baker € Co, Nuneaton, who plays for Warwickshire, and Nicholas Cook, B.A., an 
ex-articled clerk and Surrey County cricketer. Pictured, right to left, are the President, Ross 
Edwards, Richard Hutton and Kenneth Wright, M.A. F.C.A., Deputy President. 






standards to ` 


` 
- ` > E 
UA . w f F H ` 
* b = ` 
D . e ka 
" i e D Ss 
M" " ` r 2 E. * 
- 
. 2 7 
D 24 ` 


- 
` 


|. needs. of medium and- ated 


D GER 


gov 


* firms, including sole practitioners, the 
E s forums "will take place at 


"Chartered. Accountants! Hall on Octo- 


ber 16th, r7th- and. r8th,. and on 
November Sth, gth and roth. 
The first day will include a review 


-~= of the demands of the interview by 
. membérs when. first taking. articled 
_ clerks. and. extensive. coverage’ of ‘the 


present relationship between .-prin- 
` ` cipals, articled clerks and the Institute. 
Particular emphasis will be given to 
` such àreas as study leave, secondment, 


transfers and extensions to articles, 


and staff selection and appraisal tech- 


tiiques. will be considered with par- - 


V ticular reference to articled clerks. 


Days 2 and 3, presented as one unit, 


will deal” with “the- techniques. of 


training within the office of both 


.articled clerks and other unqualified 


staff. Information: of direct: relevance 


D 
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GE giving of talia : and the use-of 
.visual aids. 


The whole subject of 
assessing examination papers and de- 
termining pass marks will. also: be 
reviewed with particular reference to 
the Institute's own system. 

The physical organization of prac- 
tical training coursés will be reviewed 


in detail and examples will be given. 


of such courses. already. operating in 


' practices of various sizes. The forum. 


case study, which will be presented on 


each final afternoon, is based upon the. 
.. articled clerk training. needs of a 
medium and small practice, and will 


include the training of unqualified 
staff: 


The innovation of dise forums is. 
regarded as a most important step in ` 
providing principals with specific guid- 


ance on how to train articled clerks 


more effectively; it is intended to: 
arrange similar forums in other parts of ^ 
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day and. applications should be made 
to the 
. Clerks - Committee, The Institute of 
- Chartered Accountants in England and 


Under-Secretary, Articled 


Wales; Chartered Accountants’ Hall, 
Moorgate Place, London EC2R 6EQ. 


WHAT HAVE YOU 
“DONE. WITH THE . 
KEY. OF. THE. DOOR ? 


i 








to practical office teaching will cover 


the country.- The fee will be £6' per 
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THIS Is MY LIFE 


Mr Charlie Said . 


by An Indusirioua Accountant 


- 


Ts TELS ceremony was over, the hired gowns Sand 


` 


hoods returned, the parchments and photographs left 


in for framing. 'The celebrations had run full course; the . 
day of reckoning ‘was at hand. On September rst, three | 
graduates would become.articled clerks. > ^ f 

They sipped coffee thoughtfully, and asked ‘the same. : 
intelligent questions that their predecessors posed forty. 


years ago. About behaviour on audits and checking in 
depth, and travelling expenses, and exam- leave, and 
spotting swindles. Ultimately the spectacled boy came up 
with a six-marker. What, he said, was the most important 
basic rule to remember? | 


There were so many answers — integrity, i who could ` 


authorize maintenance expenditure, or work-in-progress 


valuations; or morning punctuality, but. at length my ., 


 . right-hand colleague produced the. winner. “Never, but 


. never, accept from anybody. an, explanation unless you. 
LS understand It well enough to explain it later to your boss. 


I felt sorry. nobody had said as much to me. As an 
_articled clerk I had tended to be diffident, a trait unfortunate 
. in itself to start with, but fostered by working for brusque 
seniors. who rarely: bothered ‘to explain anything. 


I remember being told once.to check the insurance cards’. 
ina building company in my early days. The payroll office’ 


produced separate. health 2 unemployment cards, l 


T S e ` 
P M 
^ Wait z ` 


a 


. Brown had been sick; Jones had left and 


= oy 
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remember, | a medley of special récords of wet time, 
overtime," and ‘employees ` transferred between different . 


ge jobs. Some cards were missing,-some lacked sundry stamps. 
My senior'had given ‘me no briefing. When I phoned.back to 


him in perplexity, he said, impatiently, to ask the pay clerk 


for explanations. 


' 'The pay clerk explained with bewildering speed. Smith, 
here; was recorded in two payrolls for costing purposes; 
returned; 
'Robinson's card was at the welfare office for amendment; 


White was exempt under section X of the Act, you | 


14 


remember, and so on. He left me dazed. 
I told my senior I'd been given explanations. He said 


“that was fine, but I'll never know. — 


My colleague recalled a head office in. the main street ` 
which handled the accounts of its out-of-town. factory. 
As a third-year clerk, he'd found masses of expense 


-dockets authorized for payment by sundry hieroglyphic 


initials; customs- charges, parcel post, stationery, tips to 


carriers, office cleaning. The audit notebook listed the 


Dames of three authorized officials — the manager, the ` 
transport boss and'the accountant, but naturally didn't. 
give facsimiles of the squiggles. . 

-So he questioned the accountant, who readily recognized . 
them despite- their. minor, dissimilarities; the transport 
boss, who wasn't interested; and the manager, who ‘was . 
fussy and neurotic and somehow unhelpful. Everything 


. was okay, he confirmed; and he'd discussed the set-up with 


the previous auditor who'd always accepted the system as 
perfectly satisfactory. No, pre-printed layouts for SES 


_ and costings would be clumsy and expensive. , 
+ The phrase ‘It’s all right, Mr Charlie said: not to worry’ 


has; I fancy, proved more fatal to auditors over the years 
than any amount of forgery, fiddling or fraud. 
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The Form-filling Chore - 


O one knows just how much time 


irritation. Not surprisingly, therefore, 
thé Bolton’ Committee. devoted ` an 


entire chapter of its most valuable 
report to the problem of reducing 
' the burden of form-filling on firms. ` 


Now the Central Statistical" Office 


." has provided its own comments on the 
Bolton Committee ——— 


+ 
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in the ie issué `of. its und 
, publication, 

N 3s spent by the business com- . 
munity in filling up government. 
' statistical returns, but judging by the 
evidence given the Bolton Committee 
of Inquiry on Small Firms, few aspects - 
of government activity cause more ' 


- Statistical Ne ews. 


In this new article on . form-filling,: 


the collective authorship being identi- 


fied as 'the: Government Statistical 


Service’ (which, of course, goes beyond 


the CSO to all the government depart- 
ments with their own statistical sec- 
tion) freely concédes the justification - 


for the Bolton recommendations. At 


the same time the point is made that. 


most of the Bolton proposals “are 


already taken into account. For in-. 
.Stance, as regards the first recom- . 


yüeudation ‘that small firms could be 
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cedures are. not easy where as yet 
inadequate sampling frames (infor- 
mation on the total number of firms) 
exist. 


Similarly, the authors point out that 


the desirability of indicating whether 
the completion of a form is obligatory 
or voluntary are normally met. Oficial 
statisticians, however, are well aware 
that an -ounce of co-operation from 
industry is worth a ton of compulsion. 


\ 


" THE « exposure draft on stock aud work in progress, 


issued earlier this year by the ASSC (ED6, The Ac- 
countant, May 18th, 1972) contains a definition of the 


. appropriate type of cost to be used in valuing stock and 


work in progress for external reporting purposes. It defines 


‘cost’ as being ‘all that expenditure which has been incurred 
^in bringing the product or service to its present location 


and condition. This expenditure should include, in addi-~ 


` tion to the cost of purchase, such costs of conversion 


(including related -overheads)-as are EES to that ` 


location and: condition’. 
Although other parts of the draft are open to question, 
it is the section which amplifies the extent to which pro- 


. duction overheads are to be included in: the valuation 


which is questioned here. The draft states that production 


overheads are to be ‘based on the normal level of activity, ' 


taking one year with another', indicating that production ` 


, overhead is to include a proportion ‘of the fixed production 
expenses of the firm. This interpretation is confirmed in . 
Appendix I, which states “The classification of overheads ` 


- - between fixed and variable is an unsuitable one for deter- 


mining whether or not they are included in cost of con- 


version, the” dividing line between them being generally 
too imprecise.’ This is the sole. reason brought forward, 


and it seems a weak argument to use in relegating the vari- 
able cost method of valuation to' that of a non-standard 


| procedure. 


It is suggested here that T into some of the con-" 
sequences of the cost calculation procedure suggested by 


. “the committee can be-obtained by looking at the literature ` 


of managerial accounting, where the relevance of alternative 


_cost concepts has been more thoroughly investigated than 


has been the, case-in financial accounting. For internal 
management purposes, the calculation of the ,cost of.a 


'The author i is senior lecturér in the Department of Accountancy and 


. Fi inance at. Heriot-Watt SE EE 


. exempted by the increasing use of 


Relevance of Managerial 
. Accounting to EDG. 


by M. J. MEPHAM, B.Sc.(Econ.), F.C.A., A.C.M.A. ` 


«unit of output is ‘undertaken for numerous reasons; For 


forward planning purposes the distinction between fixed 
and variable costs is extremely and undeniably important, 
it also has considerable importance in the measurement of 


periodic profit notwithstanding the relative infrequency of ` 


its adoption in practice and its rejection by the ASSC. 


The position will be considered by using the simple linear ' - 
profit model, known more usually as the break-even chart. 
. This model is mainly used for internal planning, as opposed ` ` 
to external reporting and stewardship purposes, but it can;. ^^ 


also clarify the profit figures resulting. from alternative 


stock valuation procedures. A single product firm will be ` 


assumed in the EE development: 


Stock adjustment 


The ASSC statement jadne the” e used bs 


accountants in estimating the profit of a period. The 


conventional approach involves the matching of the income ` 
realized during a period with the expenditure incurred i in ` 


earning such 1ncomé. x 


A stock adjustment is usually necessary- to reduce the ` 


production expenditure of a period by relating part of such 


expenditure to the unsold portion of the period’s produc- . SE 


` sampling procedures, the article states ^ ` 
that this is already done in the Census. 
of Production, but as in the case of the’ 
"Census of Distribution, sampling pro- 


the Bolton Committee's comments on `: 


tion and to increase such expenditure by the cost of goods ' 


sold during ,the, period. which were manufactured in. a 
previous period. ‘The ‘matching’ rule-necessitates the use. ` 
, of such stock adjustments and it thus results in the follow- > 


ing procedure for measuring the profit of a | period: 


. Period profit 7 


' = Sales revenue. of period — (Cost of stock held at start of. 
period + Expenditure relating to production of period 
. — Cost of stock held at end of period). 


= Sales revenue of period — (Expenditure | rey to 
production of period ++ Stock adjustment). 


a revenue of. period — ' em incurred . in | 


ganang the revenue of the period. . | -> 


-r 


` 
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NM ` 5 E A ` 
228 


It has frequently been held. that the break-even dias 


cannot copé with cases where stock adjustments are neces-. 


sary but Professor Solomons has shown that this is not an . 


invariable rule (“Break-even Analysis under Absorption 


- Costing’, Accounting Review, July 1968). Much of the ' 


. following is based on Professor Solomons’ article, 
' The following notation is used: 


- 


d fixed costs for a defined period. : š 
"as fixed selling and administrative costs fora defined period 
ap ` fixed manufacturing costs for a defined pened 
b variable costs per unit sold. 
b» ‘variable manufacturing costs per unit of output produced 
' be variable selling-costs per unit of output sold 
Xo "break-even level of sales . 
Xs "output sold - 
Xp ‘output manufactured 
Xn normal output level 
qı units in stock at the beginning of the denned period 
qa Units in stock at the end of the defined period 
y» cost of production of period 
ys. 'cost of goods sold during a defined period. 
-v , cost attached to one unit of stock 
m profit for the period 
p selling price of one unit of output 


P is assumed that all fixed costs-are.either in as or ap so ` 
` that as-+-ap=a. Similarly it.is assumed that bs+bp=b. 
Using the foregoing notation; x — pxs— ys and y; = aptas- 
brxp-+bsxs+-vqı—Vqg if it can be assumed that v remains 
constant from one period to the next. But it is clear that 
- Gi Xe=de+xs and qy— de so a Ys = ap-}+- as 
` b pXp + bsxs -4 V(Xs == Xp). | | 


Since the profit for a period is pxs— ys it can be seen that ` 


its meásurement- depends on the procedures adopted for 
attributing a value to v. 


x “y 


Cost of stock in hand 


It is assumed that all stocks of manera goods held 
at the end of a year are of fully processed goods or, alter- 
natively, that any work in progress De. partly finished 


goods) can be described as being equivalent to a given: 


number of finished goods. If necessary, an equivalence can 


be stated for each of the input resources used in production. ` 
Now consider the following possibilities for calculating. . 


the cost of. one unit of manufactured output in stock at the 
end of the period under, consideration : 
“a Í Xn än, i ; 

() Set Eben. gett, | 3 | 
then v is Hie average manufacturing cost based on the 
normal production level, i.e., it is the long run | average 
cost taking one year with: another. | l 

(2) Set v=bp I / 
then v is the variable manufacturing cost per unit of . 
‘output-produced or the marginal manufacturing cost. 


is: 


.1 


l Ys = apt es bus Gr bp) (Xs—Xp) 


| i (DF) (sns) 
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_ from the cost of goods sold. 


‘Capacity Utilization’, 


If the ASSC exposure draft is accepted, the cost amenos d: 


August 24th, 1972 


The final terni in 1 the abóve expression is- — "fe and 


thiš is usually. described as a ‘volume variance’. When the ` 


ASSC procedure is. followed there will always be a volume 
variance present in the profit calculation, provided that 
Xez^Xx»; and, depending on the relative values. of Xn and 
Xp, the variance is either. an addition to or a subtraction 


Pd 


The value of this variance is open to ed doubt 


and managerial accounting theorists emphasize that it can 


be easily misinterpreted. For example, Professor Horngren 


` says “The: volume variance, which supposedly gauges the 


utilization of capacity, probably gets the prize as:the most 


' baffling measure that is produced by variance analysis’. 


(‘A Contribution Margin Approach to the Analysis of 


arises because. the current: level of production activity 
differs from the normal level but it is not a measure of the 
loss incurred (or.the benefit obtained) by GEES at Xp 
rather than at Xn.. m 


` 


Conflicting procedures 


Cost, with this method of stock calculations isa function 


of both Xs ahd xp and the conventional break-even chart 
cannot bé drawn unless either xs or xp 1s kept constant or 
the ratio between xs and Xp is fixed. 


If it is assumed that xp is kept constant at xx, Le., that a 


‘normal’ production period is under consideration, then 
the chart at figure r can be constructed. 
, COST 


AND 
REVENUE 


REVENUE LINE . 






COST LINE 


ás 


E - : Xs 
9 ` SALES VOLUME 


For xp < xn the cost line will be higher than, but Ge to, 


` the normal cost line. 
For xp>xn the cost line will be lower than, but parallel | 
- to, the normal cost line (figure 2). 


" 


COST 
AND - 
REVENUE 


REVENUE LINE 
COST LINE Xp < Xn 


NORMAL COST LINE Xp = Xn 


* 
8 SALES VOLUME 


wi 


Accounting Review, April 1967. ) 
Under the measurement convention being considered, the 
volume variance is the part:of the cost measurement which 


COST LINE Xp > Xn e W“ 
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there i is no. Unique break-even point and theoretically (and .. 
ignoring the: possible need to value stock. below “cost’) if | 
‘Xp is large enough the firm can break everí or make: a profit. 


R 


- In'this case, profit i is a ee fünttion of dis chal in É 


itself might-well appear to many to be an advantage over: . 


‘the full cost valuation method. There is-a unique break- 


zë 


with Zero sales, €.g., it will break-even, at Zero ‘sales if even _point and. the conventional: form: of. thé BI eak-even ` 


"Xp oc BI Vn x oops 
7 . ^. D - ` 
i 4 3 H D HI » cos 
Tan = a. 2s š ie . + ` - 
P" . E DE CHE) y H Y D 4 1. H 
H * .. ~ D th R ^" 3 a 
^ d H 4 D v+ 
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' For planning purposes + the above peculiarities à are un- Séi 


: helpful but, nevertheless, they may “well feature in the. 
` ` decision-making process "if. the reporting. conventions. ` 
"utilize this: stock’ valuation “method. . Por example, in a 
period in which sales are expected to be depressed, and ` 
when. the’ -common sénse, reaction hight be to, reduce” 
^ production; the: use of this method +o. value ‘stock: would 

.. encourage an increase in output since this would lead foa 
^ lowering of the.cost.line... . . * : 


This is: an: example ‘of reporting. — adversely . 


- affecting. the planning process. An. alternative ‘method: of ` 
` . drawing; the break-even, Chart. es the. point more. 
- forcibly: i d.e 
| Asume that: the Ge wishes to, mina, its existing level”. 
of profits. This will be a major ‘considetation.i in preparing ` 
its budget. “Assuming also that its. plans are geared to an ` 
-anticipated .sales programmé, then, ‘in’ planning it$ pro-. 
^, duction programme, it.could draw the break-even chart, 
ee Zeen 3). for, the established sales budget. - : RE 


COST... ! 203 "REVENUE LINE 


AND OT. — COST LINE. 
. REVENUE |. Peu 


3 





Ke ' 


I SALES vO LUME’ 


~ Xp 


- This n of presentation emphasizés that, for : a given I 


-sales value, it is possible to adjust the output to give any". 
, desired target profit. Although. there will be pressures ` 
“operating against planning for excessive stock levels, there 
_ are -dangers in adopting a reporting pM which can- 
; conflict with rational planning methods; a ss. 
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“Variable manufacturing cost .- Ke 
The difficulties which arise when répoiting ç conventions 
E , and planning methods are at variance have been recognized ` 
“by management : accountants for some time. Problenis exist, 
"for example, -when capital expenditure’ decisiong ‘are made 
using a DCF criterion: which ‘does: not. feature in the’ 
reporting process by which the performance of management ` 
is evaluated. Ir has been indicated in the previous section 
“that the full-cost method of stock valuation can give rise to - 
similar problems: ‘A’ Dron using the variable cost. method‘ 
. | would, ‘however, -have-the. advantage, of using one, ‘method > 
for both planning. -and reporting, $ since: ‘marginal. cost is a 
relevant « concept for planning purposes. | 
"D variable manufacturing cost is used for stock valuation ` 


and profit 1 measurement purposes the cost t function i is; 
"x “e i LI zu 4 Ë T. T ^ 
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> model Ke SE can be used. c et o A 


: mination of the normal aves p" activity) that me suggest. ` 
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2 PRODUCTION VOLUME ` E A k D 
ei is nó voltime variance since all fixed costsaré charged ` | 
against. the revenue of the period: i in. which they: are in-' i 
_.curted;, Le, the matching: rüle. is. ‘interpreted ‘as’ meaning ` 
- that the revenue. of a period. is.tó-be set’agairist the variable ` — Ñ 
` costs. of manufacturing and selling the goods sold: plus the: 
fixed costs. With this interpretation of the. matching rulé; ^ 
. fixed, costs, are termed: ‘period costs” to indicate that they: | 
are regarded as being incurred for;a period: of time and are `“ a xÇ 


"4 


= 


. thus treated as'a ‘deduction. from. the revenue earned during” qu re 
|^ that.time period. I 5 SE 


+ 


„It. is the difficulty: of distinguishing fixed and variable. 
, expenses which is the sole reason given. “by the ASSC for : 
` rejecting variable manufacturing cost as a stock valuation ` 
méthod. It should be noted that their objection i is not on: 
. erp grounds,- but.solely.because of measurement: 
. problems; yet any firm which engages in forward planning 
must consider the variability of its costs and thus must : 
face such difficulties. The complications emphasized by the ..- 
committee aré certainly no greater than those inherent in. - 
some ‘of the other imprecise practices (such as the deter-. 


| 

| 

Summary L ge 

It is:true that the -position has only been dl] in this. f 
article; from:the profit- measurement viewpoint while the . É k 
picture shown by the balancé sheet is also relevant; but it is * * : 

| 


"submitted that, with an" adequate description of the valia- . 


: < tion procedure adopted, .éither- of the methods would be * E 
acceptable for the balance sheet. ` 23 


The preceding paragraphs, have argued that,- for profit 
measurement purposes, the Dee of variable- manufacturing ` 
- cost. has the following advantages over full cost: - 

. (a) The cost of operating for an accounting périod does not ` 

. include the enigmatic volume variance; -. . - ja e 
^. (b) Profit is a“function: of sales, volume and not of both ie Dune 
^. > and production; | . S l v SE? 
`. (c) Planning and reporting: E a, are ‘co-ordinated... 

These arguments are.strong. enough to say, dt the least, det: 
variable cost should be retained: as at allowable altérnativé ut : i 


ze L 
A 


har 


SÉ 


` stock valuation. method.’ ‘Tf: there is. felt to: “Be an over: E 


“whelming need to ‘standardize’ ‘on one, method, then“one |. 3 
"might well claim as an appropriate text ‘The stone which- ~~ 
the builders rejected, the sáme is. become the, head of the: 


230 ` 





THE 


MANAGEMENT INFORMATION 


N the present age of rapid technological change, the time- 
span of a product tends to be continuously shortened. Not 
only is technology changing, however. There are rapid social 


' changes taking place at the same time, thus reinforcing the 


DM 


Ki 


. firm will be' showing. On the other hand, one could opt for a 


Product Profit 


tendency for the life of any new product to be shorter than that 
of its predecessors. l 

This rapidity of change leads one to question whether price- 
setting: should be carried out with little regard to the stage 
of development of the product, or whether a strategy should be 


adopted. which covers the whole period during which that ` 


product will be marketed. While other factors, such as branding, 


-will be incorporated into the over-all marketing strategy, pricing 


plays a major role in the financial outcome for that product. 


' Once the price/volume relationships have been determined, 


oné can only control costs. 

Some implications of the product life cycle for marketing 
strategy are set out in an article by John Sizer entitled “Account- 
ants, product managers and selling price decisions in multi- 
consumer product firms’ which appeared in the Spring 1972 
edition of the Journal of Business Finance. The most important 
is that the marketing strategy should be adapted to each stage 
of the life cycle. The particular requirements of the introduction 


stage may be quite different from those of the-declining stages 


in the life cycle. nas 
In the former case, typical strategies might be to price high 
in the early stages to skim off the cream and then reduce prices 


as competitors come into the market. This movement of com- ^ 


petitors will be strengthened by the high return that the original 


market ‘saturation policy which would give high volume and 
make it less attractive for competitors to move in. 

In the declining years where volume is falling off, strategies 
will be designed to secure the largest market share through 
brand differentiation and other policies. | 

It follows from this that the marketing executive should be in 
a position to shift the relative emphasis given to price, advertis- 
ing and other aspects, as the product moves from one stage of 


PROFIT-VOLUME CHART FOR SINGLE PRODUCT 
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Pricing Decisions and Product Life Cycle 


PROFIT-VOLUME CHART WITH RANGE OF PRICES 
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its Hfe cycle to another. One of his requirements in this task 
is a knowledge of the financial consequences of different market- 
ing variables so that he can judge the effect on profitability of 
changing the mix of variables. ` | | 


.. Leaving aside the common fixed costs — since these continue, . 
irrespective of the range of choices under consideration — one ` 


must consider the relationship between the product fixed costs, 
the range of combinations of selling prices and related. volumes, 
and the way tliat variable costs change over different volumes. 

The simplest exposition of these relationships is shown in 


figure 1. The product loss when volume is zero is equal to the 


product fixed costs. As volume increases this loss is reduced by . 
the difference between selling price and variable costs for each 
additional unit made and sold: 'T'he product break-even volume 
is that volume where the cumulative sum of those differences 
between selling price and variable cost equal the product fixed 


- costs. (This is not; of course, a true break-even volume since no 
. provision has yet been made for the common fixed costs.) ` _ ” 


. Figure 1 showed the break-even volume using only one price. 
Marketing management may well.have the choice of a range of. 
possible prices at which the product could be sold; each price 


will produce a different break-even volume, as shown in figure 2. 


D 
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In that figure the profit-volume relationships for ciis mee 
ranging from £7 per unit to £12 per unit are shown. ` 
These relationships are based upon the di data: 


Selling price (per a 


unit) - £7 ^ £8 Co £10 £ur £i 
Attainable sales ` ` l MENO CN dre e 
.^ volume (units). 10,000 9,000 7,000 5,000 3,000 2,000 
.Variable costs .. £6 per unit . 


Product fixed costs £8,000 ` 
Total contribution 10,000 18,000 21,000 20, 000 


Implicit i in the above information is the fact that as the selling 
price is increased the volume that can be sold will shrink. One 
cannot therefore assume that the profit volume curves can be 


extended infinitely. Each of them should only show those 


relationships, up to the volume that can: be sold at that price. 
Each of those points is shown with a cross in figure 2. If a line is 
drawn from each cross to the total contribution scale the maxi- 
mum contribution that can be achieved for that product price is 
shown; e.g., where the sélling price is £8 the maximum con- 
tribution to total fixed costs and profit is £18,000.-1t can-also 
be seen that setting the price at about £9 would give the highest 
potential contribution. 

Should there be any capacity constraint, then this will limit 
the range of choices available. In the. example shown, if there was 
a-limit of 5,000 on the number of units that could be produced, 
then it would be better to increase the selling price to £10 per unit. 

‘Taking the two choices already" mentioned relating to the 


_15,000 ‘6,000 ` 
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` TEE stage in the product life eae Le. to. skim off “ | 


the cream or to go for volume penetration, the effect of suggested 


prices can clearly be seen. Using the same data as that in figure 2, 


then providing there are no capacity constraints, the “skim' 
policy would best be served by adopting the £9 selling price. A 


. market pentration policy, on the other hand, would require the ` 
.price setting in the £7-£8 range. This latter choice would not 


be available if the volume constraint-indicated was present. 


Adopting the penetration policy means that management is , 
adopting a long-term product strategy rather than opting for ' 


maximizing short-term profits. It will be taking into account the 
edge that quick, market penetration will give the firm when the 


‘maturity stage is reached. The assessment of the value of this 


advantage will be based upon estimates of competitor reaction 


to the marketing strategy adopted. and the implications of this ` 


for future price-volume relationships. 


The relationships between costs and pricing are subtle ones and 


if pricing is to play its proper role in the over-all marketing 
strategy it is essential that marketing managers understand the 
way costs behave in determining profit and accountants under- 
stand the needs of marketing managers. At the same time, the 
marketing strategy must itself take into account the changing 
needs of different periods in the product life cycle. The short- 
term optimizing shown in the profit-volume chart may need 
to be modified to place the company in a better strategic position 


‘in later stages in the product life, the basic objective being to. 


maximize the profitability of the product over the total life. 


te fe ae A Place in the Sun? 


(Miembro de la Asociación Espanola de Derecho Financiero) ` 


Fo those of us who have chosen the Mediterranean area 
Y in which to practise, and not merely to retire, the sight of 
the client who calls into the office, usually laden with buff 
forms, and claims from HM Chief Inspector of Foreign 
Dividends and HM Chief Inspector of. Taxes (Claims), 
bewailing his lot and explains that, before emigrating or 
establishing domicile outside the UK, he ‘went into it all 
very thoroughly with his ‘bank panne 
enough event. 


Bank managers are Ee prone to recommend the : 
purchase of various government securities and 'T reasury. 


stocks, assuring the customer that these bounties are ‘tax- 
free”; I have found even former Bank of England officials 
laden with these bonds. They are tax-free for those who 
have no UK income ; but for those with pensioris and annu- 
‘ities, or other income arising within the UK, they are a bad 
investment, as we shall shortly see. But; first of all, let us 
see "what UK taxation is levied on a UK. pássport-holder, 
-such.:as-one of the .3o,ooo who have now settled in 
Spain, and couritless residents of other Mediterranean 
resorts. š 

Commencing en the reforms embodied i in the Finance 
Act 1965, the taxation system of the UK is now basically in 
‘sympathy, with the system in most European countries. A 
UK corporation is subject to corporation tax On its profits 
and gains, after deduction m interest but without deduction 


` 


~ 


is a common ` 


by D. G. MacDONALD ALLEN, J.D., LL.B., A.A.LA.. 


The author, who practises in Spain, deals here with certain aspects of international ` / 
taxation on which British emigrants to Mediterranean countries are not dio d 


adequately advised. 


E7 dividends distributed to shareholders. “Corporation tax, _ 
which was introduced for chargeable accounting periods 
ending after March 31st, 1964, is.currently (for the income 


of the year ending March 31st, 1971) imposed at a rate of 


40 per cent. Dividends distributed.to shareholders are 
generally subject to withholding of income tax at the 


standard rate of 38-75 Der Cent, and the corporation must ` 


account to the Revenue for the tax withheld. 


_- A person who lives outside the UK will be taxable as a 

resident for any particular tax year if he visits the UK for: 
more than six months in that tax year — to which must be’ 
added the further complication that tax years in other: 
jurisdictions usually run from January to. December: — 


and double ‘taxation agreements with “some European , 
countries have yet to be concluded. 

Nori-residents are generally taxed on all income derived. 
from UK sources, the rates of income tax and surtax being 


the same as for residents. Personal allowances available to . 


residents do not apply to non-residents as a class, unless. 


they are British subjects ; residents of countries with. a’. 


- current double taxation agreement in force; citizens of the , 
Republic of Ireland; former employees of the Crown, a 
` missionary society, or any Crown protectorate; residents in 
the Isle of Man or the Channel Islands; or have previously 
resided in the UK and are resident abroad for reasons of- 
health’ (including that of à member of the family EE 
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hg with the taxpayer); or u s iss deceased husband was 
'. in the service of the Crown. A British subject is defined 


by ‘the British N ationality- Act 1948. 


_ .Dividends and interest are subject to income tax sni 
. surtax, the income tax usually being withheld by the payer . 


` at the standard rate of 38-75 per cent, But, as we-have noted 


and to which we must return, certain government securities 


“rare exempt. 


-To commence with frs UK taxes ` payable - by. 


-. individuals resident under the treaty of May. 22nd, 1968, 
| as amended by protocol. of. February. roth, 1971, are as 
follows: cash dividends,: dividends in kind, stock dividend 
> earnings and stock dividends reserves, I5 per cent. Cor- 
porate bonds attract ro per cent; às do government bonds, 


E ordinary loans and mortgage loans other than -bonds. No 


. income tax is deducted at source, but on bank deposits thé 
` recipient may be assessed. Convertible bonds and ‘profit- 
| sharing bonds also attract Io per cent. ^ 

In Greece, the treaty of June 25th, 1953 applies; cash 
dividends attract tax at the standard rate, as do the other 


~ threé classes of dividends listed for F rance.. There is no tax 


_ at all on bonds (article VI). 


Over to Italy, governed by a. treaty of July 4th, nes 


with the protocol of April 28th, 1969, awaiting ratification ; 
rio- income tax on. dividends ‘of any kind (article VIT), 
but all forms of interest are taxed at the standard rate. 

- In Portugal, the treaty of March 27th, 1968, provides for 
a 15 per cent rate on all dividends (article ró (2)): Interest 


(article II (2)) attracts ro per cent; on bank deposits there is 
no withholding, but the recipient. may be assessed, subject. 


te a maximum :-of Io per cent.. 
Spain'at present has no treaty, but negotiations continue. 


^" Dividends of all kinds are taxed at the standard ‘rate, with. 


interest also at 38 7 5 per cent plus surtax where. applicable. 


Domicile 


To avoid UK taxation, the intending emigrant — whether. 
in fact or with Bank of England official blessing — must take - 


active steps to establish'a new domicile. Anglo-American 


law tecognizes only one domicile, but clearly one may. be . 


resident for tax purposes | in more than one country at once. 

As Britain still groans under. the Exchange Control Act 
- . 1947 any emigrant to a Mediterranean country faces the 
— ` primary obstacle that he is limited o a paltry £5,000, plus 


advice of his bank manager — the joint stock banks. being 
authorized banks under the Act < and he then proceeds 


' to tie himself and his ‘capital for the present. minimum of 
' four years and. declares all his UK. sterling assets. If he 
` does not wish to emigrate, but merely tó purchase a villa 
. or an apartment abroad, he is forced to pay a premium, 
"which is an effective way of devaluing his savings by 25 per 


cent or so just because he chooses: to spend them outside 
the new scheduled territories and what is now known as 
the old sterling area. 


Now to change . one’s omic it is not: necessary. to 
shed. all ties with the old sterling: area unless it is advan- ` 


tageous. (he would-be UK ` emigrant should consider in- 


vesting. or depositing his capital in some other. parts of; 


the old sterling area, no matter how remote — say, in the 
Bahamas, Bermuda, ' Cayman Islands or Jamaica. At this 
point the aspirant sun seeker asks with quaking voice: ‘Is 
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it safe?’ To Sd: the international answer (unlikely to be 
givén.by spokesmen for some British banks) is that in all 


these sterling jurisdictions there are statütory banking ord- 


-inances, strict control over deposits, shareholdings and 


movements of capital, and -the directors of these estab- 
lishments, like Caesar’s wife,-have to be above reproach. 
But why bother? Well, once the depositor has established 
residencé in Spain, France, Italy or wherever else he may 


have wandered, the tax haven bank obtains local exchange 


control permission to remit his income to the investor in 
the non-sterling country of his adoption and,. should he. 
require it, most probably repayments of invested BP 
as well. : 
As the depositor 1s no jonger resident in the UK, hs has 


broken no UK: statute, can suffer no sanction, and he has 


complied with: the laws of his adopted country; while the ` 
bank has complied with the laws-of its own domicile and 
has.obtained local exchange control permission. Clearly, | 
this is better than limiting oneself to a mere £ 5,000 and - 


. having one's capital tied for four years. Just as insurance 


‘maturities may be paid: out -anywhere in the world, via 


London, because, Britain-depends on her invisible exports 


of world insurance, so exchange control in these alternative 
banking jurisdictions is more liberal, as they need to at- 


Ha depositors. 


Having thus profitably salted his savings throughout e E 


soft under-belly of the old sterling area, the emigrant, who 


has whittled- down his bank balance in. the UK to some- 


_ thing like £5,000, émigrates in the approved manner, 
: receives hi$ ; authorized 
', àccount: designated as non-resident. If he has no income 


allowance, and has his- bank 


arising in thé UK and has left no assets or property, he 
neednot even bother to do this; he just closes his British 
bank account and that is that. ^ - — ; 

Establishing non-residence with the Revenue is a 
different matter entirely: they are interested in facts and 
not exchange.rules. Has the settlor genuinely abandoned 


his domicile of birth? Is his permanent home abroad? Has 


he created a deed of domicile’ and executed a will or 
testament submitting his worldly goods to the laws of the 


‘country of adoption? Has he. perhaps -joined a burial 


society with the right to have his weary bones buried in the 


new country? If the settlor has UK income, then these are 
e questions. "which he must ponder. : 


one or two minor fringe benefits. Inevitably he seeks the ' j 
Other jurisdictions bed 


But what of the tax: demands of his 1 new. cones F rance,. 


for example, has tax treaties with the UK and UK taxes ' 
“on dividends and interest are credited against French . 
income tax. French law distinguishes two main categories 


of residents: those who. are both resident and- domiciled in 


France and, secondly, those who are resident but not | 
“domiciled in France. If this conception appears at first 


glance novel, they .determine it by declaring ` that an" 


individual is nerd ro be domiciled in F rance, first, if. 
he has the hub of his interests in France and, second, if he. 


has maintained his ordinary residence in: France’ for five 


years; an ‘ordinary residence’ is either his permanent place 


of abode or his principal home. Those to whom the test of 
residence does not apply, but maintain secondary residences `: 
— one or more ee EN places of. abode — are 


“considered. to be residents: . 
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Individuals. who: are, coget. but not uud in 


France pay. individual i income tax upon! the greater of either. 


(1) a fixed’ income equal ` to five times the rental of their 
home or homes; or (2) income from French sources. "Those 


domiciled in France are subject to a progressive income tax 


(impét sur le revenu des personnes physiques) which isimposed 
on the taxpayer’s.world income, ‘subject to treaty pro- ` 
visions, at ratesirising to a maximum of 61-8 per cent 
established be à number-of tables: which. reflect the tax- 
payer's marital status, "Dividends. and, interest. from - 
‘domestic and external sóurces are generally Included 'in 
income for. tax. purposes. Cash. and. dividends in kind 
received by an individual domiciled in France from French 

corporations ' entitle: the taxpayer to a credit ‘(avoir fiscal) 
against his individual income‘tax in an áníiount um to one 
half of the net amount of dividends received: 


Any excess of the avoir fiscal over income tax’ due is - 


refunded. Those nót domiciled in France are not entitled 
to this credit, even if they are deemed resident, but the 
benefits of avoir fiscal are extended to residents of various 
‘treaty countries. . 

Stock dividends are not ere income and are not 
subject to withholding, or income tax. Dividends and 
interest received from Bee sources. are governed by 
these three clauses : a a EE 
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(a) For EE domiciled and resident in. France, ed 


foreign source dividends and interest, after deduction of 
foreign taxes paid; are included in taxable income. 


(b) If the French domiciliaty is an alien, dividends and 
interést received from abroad are exempt from: French 
tax if the income. was subj ect to income tax in the country. 
of his nationality. ' ' l 


"m 


(0) Individuals who are resident; pur not domiciled, in France , 


are not subject to individual income tax on foreign-source . 
dividends. and interest. M x Ñ 


e 
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Where, as à result of. a double taxation treaty, France 
grants a credit for foreign taxes, the. dividends ór interest 
received must be E by the amount of ESCH it grated. 


=. ` NK. n 


ES ` . a 
po. .- Wë y d 


The Position in Briet Ee NN we 


Now for: Greéce, where resident Es are subject 
to.a national income tax on their world . income at pro- . 
gressive rates to 49 per cent, increased:by a 10-15: per cent 
surcharge collected on "behalf. of.the Farmers’, 
Insürance syndicate, a .form. of feather-bedding: This 


surcharge i is deductible from taxable i income in the follow- ` 
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E on the Athens stock EEN are free of tax, to. 
attract home invéstment.` Intérest on even bonds ` 


and bank deposits is also exempt. 
Foreign dividends and interest are ‘included i in taxable 
income, but a: credit - against income tax is allowed: for 


f 


‘foreign taxes paid, but only in an.amount equal to-the sum . + ^^ 


of Greek taxes which would have been payable had the. 
, income derived from Greek sources. 


` 
~ 


'Schedular systems 


In Italy, we see many features which différ from the 1 tax: 
systems in other European countries ; it is one of the few ` 
remaining countries which has a schedular system of taxes: 
applied at different rates to different types of income, the’. 
system: being supplemented by: general income taxes, In 
addition to schedular taxes on the various types of income, 
- a complementary i income tax is GEES on the total 1 income - 
tax of individuals. | 


world income, which rate is increased by a-surcharge equal ` 
to 30, or 35 per cent of the amount of the tax. An individual ^ 
is deemed to be resident in Italy if he has an habitual place Of :. 
‘abode there or if he remains in Italy for at least a year; the” 
' centre of his interests and affairs determines his residence. 
Interest from foreigh ‘sources is in general not subjected’ : 


to the schedular tax on income: from movable capital, but - -:*.- 


"foreign source dividends and interest are subjéct to the 
complementary tax if enjoyed 1 in Italy. There are also local 
taxes, including a.local income tax, a municipal family tax ` 
(imposta di famiglia) imposed by almost every municipal . 
„authority upon the. family as a unit, which: includes Th 
-levies,as income, well-being and unemployment « coefficient ; : 


- the rate: varies between 2 and 12 per cent, arid local Sur: 


“charges increase: the effective rates substantially: 407 
"The general rule for the réceipt of dividends and interest - 
by-a resident individual from. foreign sources is that: nét". 
. fereign dividends and. interest;. after- deduction of. CG 
, taxes paid, are eligible. for ihclusion. in taxable income fór: 


the. purposes .of complementary ` income tax. ‘There: is no.. 


credit for foreign taxes paid. -. path yp Se 


Where an individual receives on s dividends: 
of interest which are not enjoyed or utilized (goduto) in 


'Source income is not taxed in.the country of source because ` 


of a tàx treaty, but the taxation of this income is allotted tó ` 


ing taxable year. An additional tax of 3 per cent is imposed Ttaly under such a treaty, then Italy-has the right to-tax such .: 


on unearned income, but not dividends. There are personal ` 


deductions commensurate with marital status, and- there . 


are seven categories defining ‘ income? ` total taxable income 


income, even if not enjoyed. Italian. banks are required to, 
withhold tax at. e per cent on dividends paid on foreign + 
.shares deposited with them, but this withholding tax hay. 


is: computed as the aggregate of the net taxable i income: in be credited against the complementary i income tax. | - 


each of these categories. ' EA 
An individual is considered resident if he lives in Greece - 
for a: period of one year or longer within three years 
preceding the. year of assessment. Dividends and: interest 
from foreign sources are usually included in taxable’ 
income for assessing liability to tax.. - Domestic. dividends 


are only subject to a- ‘withholding tax if the taxpayer elects ` 


to have these included: i in. his. total 1ncome for individual 


income tax, in which case the withholding tax is credited . ‘modernized. as recently as 1965. 
against his i income tax. liability. Certain domestic dividends, 
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Schedular taxes will not usually be imposed on income. 
from movable capital received from foreign sources, save in ; 
respect to interest from loans -made to, non-residents and . 


secured by mortgage on immovablë property situated “in”, 2 


Italy. UK. tax on interest is credited agent ‘Italian com ` 


plementary: tax, 6° 2 a Seres 


In Portugal again. we find a EE a even” 
though | the ‘income’ tax system, has been modified : and ` 
"The schedular: taxes - 
include the t tax on business i income er indústria) ` 
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Residents are subject to the schedule taxes“ on income : SC SE 


Ti d 


derived from Italian sources and, additionally, there is Oe - 
complementary i income tax, to a maximum of 65 per cent ‘on. ^> s 
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Social Italy,-the:income.is not subject to-tax. But if the foreign.” 3 
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` and there is a, tak oh income from movable capital (imposto 


- de capitais) and, for individuals only, the tax on income from 
labour (imposto profissional). 'Top these with the comple- 
, mentary income tax (imposto complementar) and you have a 


. glimpse of the systems. The schedular taxes are in principle . 


territorial, and apply to income from Portuguese sources 

oñly, irrespective. of the individual's residence. And, 
generally speaking, resident individuals are subject to 
schedular taxes only in respect of income derived from 
Portuguese sources but they are subject to the comple- 


mentary income tax, usually imposed at progressive rates : 


to a maximum marginal rate of 55 per-cent on total world 
income.. 

There is no tax definition of ‘residence’, and the civil 
law codes. concerning habitual residence are implemented. 
Under the- Complementary Tax Code an. individual is 


considered to be resident in Portugal if he resides there. ` 


v permanently or stays there for a period of more than 180 

. days during the year. A person is also considered resident, 

- - without regard to the 180 day period, if at December 31st, 

in any year he possesses a place of abode under conditions 

suggesting. that he intends to maintain and occupy it 
permanently.. 

Divideñds and interest from foreign s sources received by a 

resident individual are subject to the general rule that gross 


foreign-source loan interest, Le, without deduction of” 


foreign taxes paid, is subject to tax on income from mov- 
able capital. Net foreign dividends and interest, 1.e., after 
deduction of foreign taxes paid, are included in taxable 
income for the purposes of the complementary income tax. 
There is no credit paid, nor any exemption for. foreign 
income. 

Spain began an overall tax reform in 1964, destgried to 


. abolish the old schedular system, and introduced a unitary ` 


system. But, as in Spain all things are possible, the old 
schedular taxes have survived in the form of tax pre- 
payments, which may be credited against ultimate tax 
liability, and retain some importance, as the final income 
tax may not be less than the total of the prepayments. 
There are taxes on the exploitation of rural land, on urban 
land and on business profits and personal services; The 
rate of tax on income from movable capital is 15 per cent on. 
dividends, 20 per cent on interest from Spanish govern- 


ment, securities and 24 per cent on other interest. As a: 


general rule, foreign income and withholding taxes may be 
credited against Spanish tax, büt special provisions apply. 
to foreign dividends. There 1s at present no treaty between 
` Spain and the UK, although there have been continuing 
discussions. 


Individuals are considered to be eeng in Spain if they . 


have spent six months of any tax year in the country, and all 
residents are supposed to posséss a tax identification num- 
ber. Residents are subject to.a number of tax prepayments: 
imposed on income, from sources within or external to 
Spain, and to the general income tax. This general in- 
dividual income tax is imposed on total: world income at 
progressive rates to a maximum. of 61:4 per cent, on that 


total tax may not exceed so per cent of the income and there 


are allowances for support of the taxpayer's wife and. 
children, educational and SE expenses, life assurance | 


and See costs. E | ra; 
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"Taxation of dividends and.interest from external sources 
in the.hands of a resident taxpayer is subject to the general 


-rule that gross foreign-source dividends and interest, 


without deduction for foreign taxes paid, are subject to the 
tax on income from movable capital; but any foreign tax 
paid which is similar in character to the Spanish tax on 
income from movable capital may be credited. The gross 
dividends and interest are also inclüdable in tàxable income 
for the purposes of the general income: tax and, in the 


absence of à treaty, the lesser of the following amounts may 


be credited against the income tax due: 


(1) the effective personal income tax paid in the foreign | 


country on these items of income, or any tax imposed in 
the foreign country on the value of property from which 
the income is derived; or 


(2) that part of the Spanish general income ‘tax which bears ` 


the same proportion to total Spanish income tax due as the 
foreign income bears to total taxable income from both 
domestic and foreign sources, 

i > 


Common errors 


. This is as far as we can go in a brief review of the sun resorts 
— which brings us back to the original complaint that a 


number of emigrants have been incompetently advised in 


the UK-in the management of the world tax affairs. | 
` To take a tiny example, bank interest does not attract 


Spanish taxation in Spain, but- British Treasury stocks do. 
Therefore to hold Treasury stocks, ostensibly tax free, is 


to deliver the.emigrant to Spanish taxation, while he could 


obtain an identical return on capital fromv banks in the 
sterling tax havens and, as the return was bank interest, 


_pay no Spanish tax, Nor are British government securities 
, an investment for a taxpayer with an appreciable income or 


annuity arising from the UK, as these inflate his notional 
world income at the expense of his UK income and reduce 


-his UK allowances against his tied income. They may also 


be subject to taxation in tlie adopted country of the tax- 


. payer’s choice. 


It has been a long time since the British economy has 
been managed with any regard to either expertise or 
prudence and some of the poorer countries, struggling to 
raise their living standards, have prior claim on the resident 


who has made his home with their folk. ‘Taxpaying, like ` 


charity, begins at home and if the home is a domicile of 


' adoption there ‘is the added moral responsibility for the 


settlor to strengthen the economy of his adopted patria. 
I am not.advocating that the settlor should rush with 


.his cheque book o his nearest tax office, for he still has the 


opportunity legally ‘to arrange his affairs to his best 


‘advantage, and most Mediterranean governments offer in- 


vestors tax-free interest on approved securities. Such 


schemes should be explored in depth, which usually can- | 


not be done by a local bank manager in the UK. 
The fact that.some of.these Mediterranean authorities 
have. not yet succeeded in- establishing an efficient tax 


. collection system — one still meets middle-aged Spaniards 


` who have not previously. paid income tax and will.even say 
part of the income which exceeds 1,600,000 pesetas, but the ` 


that there is no liability — does not detract from the need to 
look at emigration from the UK and the establishment of a 


new domicile, from an international and European view- ` 
point; a need. which will become heightened as Europe 


federates her economy: I . Ges 
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FINANCE AND COMMERCE 


Bambergers Face Changing | 


. I I ' 
IRST full year operating by the Bambergers organization 
following the 1971 reorganization proved decidedly success- 
ful, as the- 1971-72 accounts reprinted this week show. Re- 
organization took effect from January Ist, 1971, and meant that 
the whole of the group’s trading activities were from then on 
controlled through three divisions. Each division specializes 
in a particular service — wholesaling, retailing and manufacturing. 
‘Bamberger used primarily to be a timber importing concern 
but is now keenly interested in a wide sector of the building 
industry. Bambergers Ltd is a holding company with sub- 
sidYaries trading'in the UK as importers and distributors of all 
building materials, including forest products; timber and 
‘builders’ merchants: central heating specialists, and be 
and retail ironmongers. 

The Forestry Products Division is one e Bam- 
bergers (Timber & Plywood); the Building Materials Division 
comprises Bambergers (Eastern), Bambergers (Mid-West) and 
Bambergers (South-West), and the Manufacturing Division 


consists of two companies — Bambergers Pallets & Cases and * 


Standard Box Co (Reading). There is a separate supporting 
transport subsidiary, Bambergers (Transportation). 

Forest products, being the wholesale operation, account for the 
majority“of turnover, but not for the majority of profit as the 
analysis of turnover and profit shows: ` 





Analysis of Turnover 1971 1972 

and Profit a 
Division Turnover Pre-tax Profit Turnover ^  Pre-tax Profit 
£000 % £000 ei ` £000 v^ £000 , 95 
Forest Products 14,019 65 249 41 14,427 64 35” 41 
«Building Materials 5,914 77 320 53 6,512 29 422 56 
Manufacturing 1,804 8 38 6 1,536 7 24 3 
` 21 737 100 607 100 761 100 
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Organic growth 


The year’s profit was a record and, as the chairman and 
managing director, Mr C. D. Woodburn-Bamberger, points out, 
was achieved entirely by organic growth. The anticipated 
benefits of the re-structuring of the group are now materializing, 
he says, and builders’ merchants interests have continuéd to be 
expanded in the southern half of England in accordance with 
the board’s “strategy to create regional activities designed to 
produce a package deal ‘whereby we can supply materials 
across the board — timber, heavy-side and light-side ~ to the ' 
housebuilding and construction industries’. 

Improved results of tHe group have largely derived from 
building materials. distribution which, as has been shown, now 
accounts for 56 per cent of total profits. Central “control of 
buying and rationalization of product lines has been stepped up ` 
and the intention is ‘to pursue further the policy of variety 
reduction’. The repairs and renewals market, is of particular 
inportance to the group. 

. Recently Bambergers launched a law. price gas central 
heating system called Kleenline Microbore, aimed not only 
át new housing but also. at the Victorian-type terraced houses — 
an extension of the repairs and renewals market. A pilot scheme 
in the North Thames Gas Board area, the chairman says, "has 
proved ¡successful thanks in large measure to their full co- 
operation and we- are setting up similar operations in other 
parts of the country’. . i 
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Leading role 


In forest products the company plays : a Tadine role in dhe 
distribution of wood chipboard, which is the biggest growth 


sector in the product range and is one of the market leaders in "` 


the plywood trade. Indication of changing trends is that whereas 
traditional users of hardwood—the furniture and allied 
industries — are very busy and producing successfully, they are. 
reducing their consumption of hardwood and. EECH 
chipboard. 

The disappointment within the Bambergers group is. the 
manufacturing division, with the general reduction in capital, 
investment by industry resulting in a lower demand for palletiza- 
tion. The move over to containerization has also affected ` 
demand for CKD crates for exports. 

The company's research and development people have bon 
looking hard at alternative palletization systems and. have come, 
forward with one that Mr Bamberger says ‘would take us away. 
from using traditional materials but could be a significant break- 
through in materials .handling. It. would scarcely affect our 
traditional timber pallet markets because we should be supplying 
an area where normal pallets are excluded’. 


Acquisitions . 


Dart of the organic growth on which the 1971—72 expansion was _ 


based was the opening of a warehouse for storage of panel 
products at Morely, near Leeds. This is near both the Mr and , 
M62 motorways. 

Growth by acquisition is still part of the: expansion policy, 
but Mr Woodburn-Bamberger is not the first company chairman 


to mention in this context that although a number of possibilities ' 


have been explored ‘we have been disinclined to pay the sort of 
prices which were being asked because we did not consider that. 
they represented fair value'. But one possible building materials 
situatión is being looked at as being suitable and complementary ` 
to the group's own existing trading operations. 

An interesting addition to the board is Mr John Boex, who 


joined on May 15th in a non-executive capacity. Mr Boex isa ` 


former chief executive of the Norcros industrial holding group 
with considerable acquisition experience. 

The prospect of the group is largely geared to the economy in 
general and to the construction and house building industry in 


, particular and the company is well placed to take advantage of a - 
continued high tempo of activity in the field of home improve- ` 


ment and new construction. The: Essex area is mentioned as 
particularly promising. 


Borrowing powers 


Rising turnover and rising prices dictate a need to increase the ' 


board's borrowing powers and the proposal is for a: doubling 
of the powers from the equivalent of once to twice the capital 
and reserves, which in present terms would be from £3°9 . 
million to £7:8 million approximately. The need to have capital 
in hand for acquisitions is also a factor. 

Article 96 of the company's Articles of Association places 
“certain restrictions on the ability of the group to borrow 
without the previous sanction of (1) an extraordinary resolution ' 
passed at a separate meeting of preference shareholders, and ` 


EN 


. (2) the ` company in general meeting. As compensation for their. S 
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agreeing. -to a changé i in the iude removing the: restrictions, 


preference shareholders are offered an increase from 53 per cent - 
` to 64 per cent in dividend. 


With some.concern, and knowing: the: ps with which 
preference shareholders as a rule respond, the need to complete 


. and return proxy forms is emphasized ‘as a quorum. at the | 
` separate meeting of: preference shareholders i is. two: persons at 
‘least holding or representing ‘by proxy one-third of the issued. 


preference shares’: 
Of the 500,000 preference shares i in issue we 3, 512 are ‘in 


the boardroom’. That leaves another 163,155 shares to find. 


. 


Defects in the Accounting System 


EX CCOUNTING deficiencies which will lead.to auditors’. 


qualification of the x971 accounts of Kirby's, the Lancashire 
car dealers, have not yet been eradicated. In a preliminary. 


| statement announcing a loss of £141,679 for 1971 (including a 


£60,361 reduction in stock values as the result of changed 


accounting policies) the directors state that the company has. 
: incurred further losses in the current year but due to defects 
“in the company's accounting systems it is not possible to quantify . 
the true extent of these losses at this stage'. Special interim : 


accounts are to be prepared for the eight months to August 31st. 
-The auditors have informed the board that owing to account- 
ing deficiencies affecting the accuracy of balances owing to 


certain creditors, they intend to qualify their reports: The . 


. directors give ‘the operation of a number “of ‘uneconomic 


- further 26-8 per cent "o the. capial” ‘has en an. 


"premises at a high fixed overhead chase as the main reason for . . 
the poor performance. . 4 s: 
Trading loss on 1971 operations “was eo 198, the -net 
` extraordinary itéms being the stock write-down partially offset ` - 
by a £26,880 surplus on fixed asset sales. Freehold properties.. : 


have been revalued to show a surplus: of £227,000 on book 


. Values. Steps. have been taken under a: new managing director 
to improve the accounting systems. Meanwhile, Kleinwort 


Benson have been called in to advise on’ new. finance-raising 


„possibilities and particularly on the;question of Mercantile 
* Credit, which owns 27:2 per cent of the equity, underwriting a | 
owning a'. 
assurance of 


new capital. operation. Chrysler United ven an Ë 
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A Special Dispensation for IC Gas 


MPERIAL Continental] Gas Association has Been allowed by 
the Department of ''rade and*Industry not to consolidate the 


` results ‘of some of its Belgian subsidiaries. A statement in thé ` 
Imperial Continental Gas report and accounts provides infor- - 
mation in accordance ‘with paragraphs 15 (6) and 22 of the ` 


Second Schedule of the 1967 Companies Act. 


The balance sheets of those Belgian subsidiary: companies 


, Whose financial year does not end with that of the'Association 


(March 31st), are made-up on. December 31st, 1971. The main 


reason why the directors consider that the accountiüg dates of 


these subsidiaries should not be made to coincide with that of 


the Association is that, owing to the provisions of local company 
law, it would no ‘longer be possible to include in the Association’s 
profit and loss account the full amount of the revenue receivable 


from these subsidiaries by the Association for the corresponding RE 


period. 

In view of the eege in respect. iof the Belgian sub- 
sidiaries ‘the directors consider it would be’ misleading to 
consolidate Belgian associated companies cno in 1 which 
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.the Association! S Taa interest exceeds 20 per cent)’. The 
_ auditors, Touche’ Ross: & Co, concur with the board’s opinion. 
` Another point made by the auditors. is that the accounts of 
-certain unconsolidated subsidiary- companies abroad are not 
independently: audited, but that “a comprehensive audit is.. 
carried out by the Association’ S ternal audit staff’. 


Departure from Standard Accounting 
‘Practice | 
HE profit and loss account, of William Jacks & Co does not 
include the results of the Malaysian associated company and 
.the auditors, Arthur. Young McClelland Moores & Co,. ‘concur 
with this departure from standard accounting practice’. The. 


- auditors’ report states, that the departure from practice is made ` 


“for the reasons stated in note 9”. Note 9 shows that William 
Jacks holds 25 per cent of the equity of the Malaysian associate, 
the cost being £586,329, the market value {809,700 and the 
income received £48,907. The investment has been shown in 
the accounts at market valuation rather than on the basis of 
post-acquisition retained profits and reserves attributable to the 
holding for two reasons (a) the two companies, William Jacks & 
Co and William Jacks & Co (Malaya) Berhard have substantial 
interlocking shareholders, and (b) William Jacks & Co (Malaya) 
Berhard has an, accounting year ending on June 3oth. The 
William Jacks accounting date is December 31st. - 

Note 9 also gives the market valuation basis and states that ` 
sale of the investment would lead to a capital gains tax liability 
of.sóme £85,000. The note also provides a summary of the 
Malayan company's accounts as at June 30th, 1971, in sterling 
terms. In the William Jacks’ profit and loss account the income 
of £48,907 from the Malayan GEESS Is shown under ‘Income 
from quoted. investments’. , 


` BAMBERGERS LIMITED AND SUBSIDIARIES . 
GROUP PROFIT & LOSS ACCOUNT 
for.the year ended 31st March 1972 . 
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. Turnover-External.sales of goods and services 
Profit before Taxation. 761 ; 607 
Taxation - 320 248 
M i 441. 359 
Interests of Minority SES -21 15 
- GE IP 420 - 344 
Taxation over-provided i in previous years, I 18 12 
Net Profit attributable to the ‘Company ` 438 356 
. Dividends for the year EES - ` 
‘Preference. ge br: a 28 28 
Ordinary " ° 
Ape per raiar paid 7th February 1972 Qi 63 47 
3 3p* per share now recommended (4p) F 222 181 : 
- | PET “285 — 228 
T EE 313 256 
. Balance of profits retained po ee 125 100 
e T 438 "356. 
Net Profit dealt with in the Company a Accounts 287 


. The notes on page (238) are to.be read-in ‘conjunction with this / H , ' 


*.On increased Capital 
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there were prepared to forecast a continuing équity bull 


- market for another 12 months or more. There are more people —: 


or at least there seem to be — pointing to various indications ofa 
. ‘toppy’ equity market. À very much rule-of-thurnb pointer is 


that unit trust sales are high and in fact have rarely been higher 


and that is usually a peak pointer. The FT Index summit 
earlier this year did, in fact, coincide with a week-end on which 
there were over a dozen unit trust offers, . ` 


There are, naturally enough, more, sophisticated 'pointers. 


. than that; "They concern the still.extreme tenderness of the 
signs of better demand in the capital goods sectors of industry, 
even though the reporting of those signs is a little more general 
than it was. 

There is also a point being made that ahead of VAT there i$ 
likely to be a run-down of stocks in various industrial areas so 
that VA'T begins with stocks reduced to the lowest possible 
point. 


But above. all there is the fact of fion and the fact "of 


spiralling wage costs. This autumn's wage claim battles are 
going to be fierce and autumn is likely to come early. As one 
institutional investment manager has put it: “There are more 
reasons for the FT Index going back to 456 than to Ms 550. 


-— 


, HE Halifax Building Society’s figures afe getting incom-. 
prehensibly huge. Total assets at the end of July were 


£2,581°54. million, which was an increase of £18353. million in 
six months. In those six months the society lent £283-94 1 million 
on mortgage, the net inflow. of new investment funds was 
£135:06° million and mortgage payne totalled £193 49 


million. 


The net investment ‘inflow was some £36: 4 million down on 
the preceding six. months, although just ahead: of the corres- 
ponding 1971 half-year.-So far the Halifax has not found it 
necessary to cut the basic lendirig quote: allocated to each 
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"HERE are — or at least there seem to be — fewa geg than ` 





Est 


E gek, siete these basic quotas are not adequate to 
meet local demand some selection has to take place and priority 


is then given to existing members. Of the £284 million advanced 


in the past six months, {271-2 million was advanced on 53,800 
new mortgages and {12-8 million on 18,200 loans to existing 
borrowers for home improvements. Of the total number of. 
loans made for house purchase, 29 per cent was to people 25 


houses. 


, years of age or under and 32:5 per cent was on newly-built 


HE decision of The Stock Exchange Council to recommend 

heavy reductions in stockbrokers’ commission on large scale 
gilt-edged business is undoubtedly the result of growing com- 
petition outside the Stock Exchange itself. Major deals between - 
merchant banks and other institutions already tend to by-pass 
the market, particularly so since the introduction of the ‘Ariel’ 
computer dealing system. . Reduction in the. commission is 
unlikely to mean any slowdown in the development of the 


, t Ariel! scheme. 


& 
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Š he did a year ago, Sir Alex McDonald, chairman of The 

Distillers Company, puts the group figures on to the DCL- 
calculated anti-inflationary básis. From. conventional profits of 
£62,189,000, an appropriation of £7,082,000 was considéred 
necessary to counter inflation and this had the effect of reducing 
the final net attributable profitfrom the conventional £38,250,000 
to £30,659,000. Sir Alex draws attentión to the point that under 
the inflation system (which ‘he calls' “real” results) taxation of. 
£25,020,000, which is 40 per. cent of the conventional profit, 


, becomes over" A6 per cent of the ‘real’ profit of £55,107,000. 


Sit Alex welcomes the ASSC moves on accounting for inflation 


“but comments that "it is disappointing o see how slowly pro- 


SEH is being made i in this important subject’. ` 


“RATES: AND PRICES - oum t s 


Bank Rate : 


` 
Ki 


Closing prices, Moriday, August 2rst, 1972 


Finance House Base Rate — nonus tat 1972. 7196 - 
Mar. 21, 1968  ... 9 April 15, 1970 7o * 
Sent. o 1068 A e d April I. io y Retail Price Index (16. I -62 —100) 1637 (from :162:6, 16.6. 72) 
Feb. 27, 1969 8% Sept. 2, 1971 5% (T 
Lt ó ó ax Reserve Certificates (3.1.72) Personal 34% 
Mar. 5, 1970 7 /o June 23, 1972 6% (Company certificates no longer on offer): E 
d | Treasury Bills. 
- June 16 . os ug 53349. July 21 £5°7457% ^. Foreign Exchanges 
June 23 e £5°6154% July 28 57764470 — New York ` 24504 Frankfurt” T8375 
June 30 ` .. £5°6372% Aug. 4 ++ £5°7845% Montreal 24062 Milan: ... I425:00 
Juy7 . c £5 :4850% Aug, rt. LE 457687 70 Amsterdam 78850 . Oslo 159825 
July 14 454184 % Aug. 18 w+ £57702% EE I07:57 | Paris | 12:2675 
f I "ES Money Rates ` Copenhagen . i 16-9500. , Zürich 9:2875 
Day to day .. 5 -si% | Bank Bills ME MM | | 
7 days AE ssi TA . 2 months 63—6 % : Giltedged * i 
Fine Trade Bills Po 5 1% 3 months ` 62-64% ` Consols 4% 414: Savings 3% 65-75, 99% 
3 months.. 71-8 95 4 months . 66$H% Consols 24%- 26i Treasury 9/ 1994 .. 97i 
4 months .. 71-8 96 6 months 6ł-64 % Conversion GE 38 Treasury 84°4°87-90 .. . 92% . 
6 months i4 8 -81% s aut š % 1974 - zo P eech BE oo Ded 93b 
; : unding 3$ /5 99-04 . 44$. ireasury 35/09 77-50 .. 75 
. Three Months! Rates . Funding 4 AER ^. 9916 Treasury 34 % APs .. 741 
: Local cuthérity deposits 7h. —74 Funding 54% 78-80 -.. 834  . Treasury 5/0 86-89 .. 69% 
- Local authority bonds (oe Dien 0 4 Funding 53% 82-84 ... 814 "Treasury 547% 08-12 .. 60 
* Sterling deposit certificates, ; ess 9 “VE Funding 5} 0% 87= “Or ` 74% Treasury 24% .. jiu. 24 
Euro-sterling deposits . e Š oe 78 BH. . Funding 6% 1993 .^.. 71$. Victory 4% e 97% 
Euro-dollar deposits | tan 7. uns e SP -sł ` , Funding 6$ 76 8 5-87 : 83+ ae Loan 38% : 
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Qualified Accountants? 2. 


Sir, — May I take issue with Mr J. F. Phillips over: SCH statement - 


in - his article in your August roth issue that “a chartered 
f . is.also.a qualified accountant’. "A" 
- Surely a chartered secretary is a qualifiéd secretary, no more, 

- ño less. Solicitors take accountancy and taxation examinations, 
but would. not. call themselves. accountants; 'and- accountants, 
_ for ell their legal. training; would. not call themselves lawyers, 
oor secretaries. 
^. This is not to deny that many WEE secretaries are 

pon in accountancy; but that fact only confirms that 
administratión and accountancy go hand in hand. 


Yours E o 
. B. Co GAZE, B.SC., A.C.A. 


ke? 


Shenfield, Essex. 


SIR, — I can sympathize with the Secretary of the Institute of 
Chartered Secretaries and Administrators when he feels. that 
. his members *. . . are having to’ compete with a little more 
"aggression than they would ¿have shown in the past’. Image - 
. polishing is a popular pastime nowadays, but I think the follow- 


ing extract from his article invites. rebuke: 
Í ‘It is perhaps insufficiently realized that a chartered . 
- secretary 15" also a qualified accountant. Although ‘this has 
: e been clear to. those responsible for the - Institute's | 


examinations in accounting, taxation and related subjects, . 


it is perhaps a.point which has not been sufficiently asserted 
by the Institute in the past; a defect which should now be 
remedied: The simple fact is that a host of members of the 
Institute are émployed as company accountants, 


; lecturers and teachers in accountancy and the like.’ 


“ -To my mind, all this proves is that a lot of chartered secre- 
-táries are employed doing other work. Perhaps they would have. 
| been’ wiser to qualify.as accountants. 
|. '. It is rathef depressing to contemplate-this once august body, 
now perhaps in need of artificial respiration, desperately claiming - 
to be all things tó all men.'I would have thought that a chartered 
Secretary is a qualified secretary, and nothing else; and I hope . 
.that an authoritative voice will comment on this article by + 
"Mr Phillips... ' ag T 


“Birkenhead, ` "e ` Yours faithfully, | 
` Cheshire. T. P. CHAMBERS, F.C.C.A., ALLI 
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The 'Body-shunting' Trade WW | 


Sm, - 1£ Mr Bradley (August roth issue) i is ás 2 at SE 
keeping” as. he. apparently is at writing, he would realize that 
recruitment costs are affected by many inflationary factors which ` 


add up to a far greater total increase than the normali increase. 


. in salaries. 


BM 


` It is not my business to ' defend: Brook- Street Tür: 3 


finances. Indeed; the accounts of the past:years and; I have’ no 


doubt, the accounts of the future ` years, make this unnecessary. ` 


But to talk about the size of net profit without referring to the 


. size of the organization in,terms of individual offices i is at best . 


dec d m at the Worst mos e 
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l “ACCOUNTANT | Tm 


chief — 


‘accountants, financial controllers, finance directors, professors, a 


~ 


Mr Bradley suggests e the EN does something- 


about agencies through a prices and incomes policy. He should 
` know thatthe government of the day,. when the Prices and 


-Incomes Board’ was “in existence, set up a very thorough in- ` 
_ vestigation of the employment agency business. The. findings 


^. of the Board were that agencies had no significant effect on 
- * Job-changing and that the charges made were not excessive. 

No one in their right mind would suggest that, without | 
‘employment agencies, vacancies: would not be filled. "What we - 
.do'say, however -and we base our statement ón evidence, 


' not theory, from countries where. agencies do not. exist — is 


a WS 


- 


that it would take longer for people to find new jobs: (it takes, ` 


~-between five and ten days longer in France) and it would be: ' 


more expensive than recruitment through an agency. 

Of course, like many others, Mr Bradley misses the vital | 
point. No. employer i is forced to.go to an emplóyment agency, ' 
nor to accept a candidate sent to him. Agencies are paid only 
if the employer chooses their candidate, and even then there is 


` ` 


provision for refund in the event that the employer has made a ` 


mistaken choice. 

_Mr Bradley also falls into the same'trap as so many politicians. 
The British public does not consist of so many oafs who can be -` 
led gently up the garden path by ‘glossy advertisements. Any. ` 


- employer who has tried this type-of advertisement knows this. 


But when the agencies are successful with their. advertising, I 
.see no reason why they should be criticized for doing the m 
for whjch they are being paid: 

Lastly, to introduce statutory fee control, as suggested, will ` 


do nothing to improve the situation. The wide range of service ~“ 


given by different agencies, and the necessity for fees to reflect : 


this, makes the imposition of fee scales impracticable; the worst 


effect would be that ‘maximum’ fees would become 'authorized" 
"fees, and competition between agencies in this area would 
cease, Those who doubt this.should go to New York where fee 
- control exists and where the fees charged by all agencies are the : 
same — and, incidentally, higher than they are in London. 

' . . . Yours faithfully, 
i | "D. J. CROPPER, 

l : : Secretary, ` s 

FEDERATION OF PERSONNEL SERVICES 


London Wr. OF GREAT: BRITAIN. 
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London Students' Salaries Campaign ` 


Sir, ~ As President of the Association of Chartered ‘Accountant E 


Students’ Societies, I find myself in the invidious position of - 
not being responsible for the actions of student societies and 
their members, yet having a responsibility towards them. This 


.paradoxNis illustrated, be (be recent reports in the national press ~. 


of the: London students’ salaries ` campaign (‘Roundabout’, 

' August 17th). To dissociate ACASS from the declared aim of ` 
raising the minimum, salary of articled clerks contradicts the ' 
reasons for our existence, yet I :am unable to reconcile ‘the’. 
‘policies of the national body and the manner in which it desires 


- 
` 


to pursue these policies with.the-ideas and actions expressed i in, y 


-the documents'and reports. recently produced. . Lor 

I have frequently counselled ‘against militant. methods Of 
advocating what may ‘be laudable. principles ° “and I have been 
: adamant' in my opposition to the- way in which the Salaries 
Working Party has sought to-achieve its aims. I therefore feel _ 


+ it necessary to outline ,the-areas of my opposition and put in ~ 


_ perspective. what I see as the needs and opinions.of studénts: 


(e 'The campaign is | mounted by a Working party. and to. my : 
` knowledge the views expressed are the. views of that * 
group and not the policies of CASSL. Although the 


"agree ES se to SEN militant action.: ET 
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London students’. AGM endorsed a campaign, it did not: 


‘more expensive. The cost of recruitment advertising is still far me 
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Qi The [EM pd byt the Cainipaign’ Working Pë are 
not the ideas of. "ACASS, : ‘nor’ are the -facts- presented "— 

e applicable to thé majority” of ` students, in thé Country. . 
Theré are largé regional differentials, as there-are differs. 

' ences between large and stall: firms. What-may benefit 
one section will no doubt act to the detriment of another. ` 

E  Thére are more. implications: if the system. than salary; 
“levels and a E Ge not be a cure-to some very. se 
"problem, ef Ze si BE 


(3) A. ‘recommended ' minimum. oie by advice’ wi 

. principals, a letter’ to-all-prospéctive. articled ‘clerks and: - 
- "a declaration. by: the Institute" would be. an acceptable ^ 
E fo advocate. Yet to”, seek “enforceable” minima ` 
seems. to undermine basic’ rélationships and to go against. 
le ‘concept of a. ‘profession. ' ‘Coloured students’ would. 
. süffér; as: would employment. prospects .in. small . firms: + 
' Salaries, or the.rate of increase, might fall as well . as the ` 
. ` salaries-of newly qualified members. ~ Ue 


(4) Salaries would be pegged and Subsequent i increase: ‘claims: 


ES 


¡Would resulti in more use of u union aqu, and action Wee 
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Taxation 


. Case 





"Ashenhelm: v. „ Jamaica Commissioner of 2 
Income Tax ` Lu ToS | | | 

Ín the Privy Council: fina 2x Ho 1 Ee 

(Before Lord WILBERFORCE, Lord DIPLOCK,. Loid Cross “oF: 
CHELSEA, ‘Lord. KILBRANDON and Sir VICTOR WINDEYER) - 


' Income: dax — Office: ‘or "employment; c Ambassador; $ a ad 
allowances ` — Salary paid, ¿nto Washington bank — Owned:house in . 
oom ~ Whether “employment” Ancludes salaried employment - = 
. Review of legislation — -Income Tax Law 1919; section-4 — Income: ` 


Tax Law, 1954, sections:5, 6 8, Be 60> mue Tax Amendment ` 
Law 1958. E ` y E E t : B 


an " 


M * E + ` 
2 e “ = 
eee 


The taxpayer was, GE by the. Governor: General of. ;. 


; Jamaica, on August:gth, 1962, to be the ambassador of Jamaica | 





- August P4 1972. 
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. ` whick odd do SE to’ enhance ‘the status bf tiled 
H clerks’ ot: their ‘profession. . ee PET SCH 


"Many firms' may be guilty of explotar yet many fondo 
far more:than would be expected of a normal émployer: There . 
. are anomalies, largely: perpetuated. by the restriction of move- 
ment and the need to; Create artificial conditions i in the absence 
of matket forces." | ^. ` ST Se 


` - The! Institute cannot be EECH along ‘with the minority o£ 


firms, of cynical exploitation, but.we can question many of its 
. policies regarding its obligations towards: student and the 
` methods of education and training: i | 

ACASS wishes to achieve. its desired ends i inà maturë, , pro- 


E A 


these means can WE any. y but short-term ends. Se | 

YO Yours faithfully; + 7 ` i ES X 
RE | PETER. ‘PENNINGTON LEGH, - 
I : -. President, m. 


Leit WË " ACASS.- ` 


1 was dud ES it applied iy to > self-employment; So that he 


~ ia 


„was not résident in Jamaica in that year. ` 
"The- Income "Das Appeal “Board allowed -his Bé but 
in thé: court.of first: instance. and. in the: Court of Appeal the 
` decision of the Appeal Board was reversedy ~-~ 
' From 1919 to 1954, income tax. in Jamaica was charged by 
. Income Tax Law 1919 (Chapter 156), section'4-(1) (a) of which 
made ‘the tax “apply ‘to any. employment or vocation whether 
- carried on in Jamaica or- elsewhere and to ‘income from any. 
public: office or- employment. of profit’. As from January ist, - 
+. 1955, the’ tax was charged, under ‘the Income Tax Law 1954, 
`. section 5 of which replaced section 4 of the earlier.statúte. Section ` 
5 (a) (11) made the tax.applicable to any “employment or vocation’ 
‘of anyone residing in Jamdica; by paragraph (b) (ip). to ‘profits 


` 


or gains . .-.,derived from the Island . . . in respect of... ‘any 


; employment’; ; and by paragraph (c) to, ‘all emoluments . . . 
."arising or acctuing. from: any office or employment: of profit 
“exercised. or carried.on-in the Island”... "e 

: Paragraphs (b) and (c) of ‘section 5 were. ‘amended by thie 
dacii Tax Amendment Law, 1958, sò as to: make patagraph. 
(b) (iii) include - any: employment. or ‘vocation’ and to. leave 
paragraph. (c) as it was_in relevance to this case. —— 

_ In the court of first instance and in the Court-of Appeal the 
Commissioner abandoned: his: previous contention that séction 
5 (c) applied, and’ rested his- case’ on subsection (P) (iii), ‘any 
employment ‘or=vocation’.. For’ the taxpayer it was contended 
that paragraph (b) (iii) of section s of the 19 58 Act applied.only 


‘to the United States: of. Ametica, and he was the ambassador “ to casual self-employment; -ahd that if. it covered salaried’ 


from. Septembér 1962: to March 1967. He was paid a salary. of 


employment, his salary was not. caught because he was the holder’ 


£33 500 a yeár,. and was entitled, to ¿certain allowances" and. : ‘of an -office...The courts below. rejected the contention that’ 


eee 2 r > 


+ Jamaican. Governmént: Ta 1963 hé visited jamaica twice — in 
May at the request of his government. and in'Décember? partly ` 
for official and partly for priváté, purposes. During these visits. 
he lived in a house, in Kingston which: belonged 1 to him.and on: 


 which.he paid the rates; but which was occupied, with "bie, | 


permission, by three rélatives. His salary less income tax was 
paid to him-monthly by cheque, which he:paid into his account. 
with a bank in Washington: None of it'was remitted to.Jamaica, ` 

He was àssessed to Jamaican, income. tax for thé year 1963, - 
and he -appealed to the Income Tax Appeal. Board: The sub- 


« paragraph (D) ( iii) was. limited in that: way; and; that even: if it 
was so limited, it did not cover the present; case since the tax- 
" payer -was. “the holder of anoffice.. ^, 2 ` s 

Held affirming the décision ¡of the Court of. Appeal (bud 
Wilberforce and Sir Victor Windeyer dissenting): the taxpayer 


` was in the employment of the, Crown, and was taxable whether 


, resident or-not; ; paragraphs (a) (ii) and (b) (iii) of section 5 of the 
- 1954 Act and $ Section 5 (b). (ii). of the 1958 Act were.not confined 
` to 'self-employment, and "having. regard to the: history, of the 
legislation, the~ "Jamaican. Legislature did. not intend by.-the 
. Income. Tax Amendment Law, 1958, to exempt a case such ag, 


“stance of his -contention “was: that. thè: word : “employment':in.. the present from a. abiit te to tax- to which it was s previously 


income tax. legislation i in Jamaica during the: year under appeal 
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by R. G. BATTERSBY, A.C.A., 
Assistant Group Accountant, 


2 - The Clearing Banks 


National and Commercial Banking Group 


HE British banking industry is made 

up of several units, principally the 
clearing banks, the merchant banks, the 
overseas banks and the foreign banks 
operating in the United Kingdom. All 
of these have certain activities in common 
but this article will deal only with the 
clearing banks. 

A clearing bank is, of course, one which 
has a network of branches and is a mem- 
ber of either the London or Scottish 
committee of clearing banks. At the 
present time there are nine members of 
these two committees, representing five 
groups of companies. All five groups are 
substantial members of the British busi- 
ness community having pre-tax profits of 
between £20 million and Zoo million and 
market capitalizations of between £200 
million and £800 million. 

Until the late 1960s reliance for their 
internal accounting arrangements was 
almost entirely placed by the banks on 











Mr. Battersby, who is 29, served his articles 
vith Neville Russell & Co. On qualification in 
966 he joined Deloitte & Co, and in late 
T moved to the National and Commercial 
anking Group, c 





S Scotland and Williams & Glyn's Bank, 
E where he is now assistant group accountant 
` based in * London. 


with « 


comprising The Royal Bank ` 


staff trained within their own organiza- 
tions. However, when the clearing banks 
ceased to take advantage of the exemp- 
tions then available to them under the 
Companies Ácts regarding the disclosure 
of profits and reserves, there was an 
urgent desire for improved management 
information. This encouraged the banks 
to recruit some qualified accountants to 
work in their accountants' departments. 
'The accounting requirements of banks, 
although slightly specialized, are little 
different in principle from those of any 
other large commercial or industrial 
organization, and there are opportunities 
for accountants in financial and manage- 
ment accounting and taxation. Addition- 
ally, there are opportunities in the cor- 
porate finance and investment advisory 
activities which will be discussed later. 


New accounting systems 


As might be expected, the financial 
accounting arrangements for conven- 
tional types of banking business are fairly 
well developed but, with 


competition amongst the banks, new 


'products' are being offered to customers, 
each requiring some modification to o the. S 


accounting system. sa 
These ‘products’ may. take. th 
either of variations on. traditiona “types 









banking business, or ventures into finan- ` 


cial services not previously associated 


or associated company; however . 


system will be required. 

Management accounting, in other than 
a very basic form, is a fairly recent 
inhovation in banking but, because of the 
need for more information, systems are 
being developed rapidly. As the banks 
are the largest users of computers for 


increasing 


exercises on costing, profitability analysis, ` 


f resources, which are often the responsi- 
‘bility of accountants in commercial and ` 
| industrial concerns are, of course, carried ` 
clearing banks, such as insurance ` 3 
broking, leasing or factoring. New ser- ` 
"vices may be provided either by the bank 
in its own name or through a "subsidiary | 
the ` 
service is provided, a new EE Er 


-accountants is limited at the momenti- 
this is because the banks have a large 
.supply of people with financial training 
who can adequately fulfil some of the. 
functions that would come within the. 

































accounting purposes in the country, the 

majority of these systems are computer- 
based. Developments are currently taking ` 
place in the areas of management by. 
objectives, budgetary control, responsi- ` 
bility accounting and costing. S 


Increasing scope for the 
accountant . 
Many of the transactions now being 
entered into by the banks have taxation 
implications either for the banks them- - 
selves or their customers. Accordingly ` 
there isa constant need for advice and, ` 
therefore, considerable scope for. the 
accountant having expertise in this feld 
to gain useful experience. : : 
An accountant working in a clearing : 
bank could reasonably expect to be. 
involved in one or more of these activities, 
Probably the main area of involvement 
as far as financial and management. 
accounting are concerned, would be the 
design and implementation of systems. 
and the interpretation of reports to line. 
management. : 
Additionally, there would be special: 





etc. Other tasks, such as management of. 


out by experts specializing i in these fields. 
The number of positions available to. 


scope of the accountant in industry or 
commerce, The banks have also made 
great use of their professional advisers 
to fill any gaps in their capabilities as far 
as financial accounting is concerned. It is, 
therefore, in the field of management 





on challenging developments now meu 
Way... 
















aried and challenging work 


rt from the internal accounting area 
¿are quite a number of qualified 
‘ountants employed in the corporate 
ance departments of the banks. This 
rity, which covers work on new issues, 
gers and acquisitions on behalf of 
stomers and financial advice to cus- 
mers, is comparatively new in clearing 





: here. can be very: busy. or very slack 


SHEFFIELD'S SUMMER 
COURSE 


CONTINUING with its policy of ‘great strides 

4n. education’, the Sheffield CASS held, 
for the second year, a three-day summer 
course from July 27th to 29th at Sheffield 
University for Final Part I and II 
students. An indication of its success 
was that over so members participated 
in the Part I lectures and over 30 in the 
Part IL lectures. 


Conducted -by lecturers. from Caer 


Rhun Hall, the course was an intensive 


one dealing with such subjects as capital 
gains tax, standard costing, consolidated 


accounts, and capital allowances and 


trading losses. The many comprehensive 
“notes and suggested answers provided 
during the course were of considerable 


“benefit to those who attended. As a. 


tesult of this 'second success' the Society's 
"committee propose to increase the num- 
ber of such courses to two a year. 


BEDFORD STUDENTS' 


1 MEETINGS 
Tı HE secretary of the Bedford Branch of 
the Chartered Accountant Students’ 


‘Society of London has announced details 
-of lectures and branch activities for 
1972-73. Arrangements up to the year 
-end are as follows: _ 

Friday, September 15th: Visit to Laporte 
+ Industries, Kingsway, Luton. 2.30-3.30: 









nks. although 1t has been a part of ` knowledge. of. 


rchant bank business. for a long time. > 


The work can be very. varied and ` BG 
hal ase hi Experience needed ` 
















ete the. dow: a cases is uneven and 


lk on. standard costs and budgetary 
System. 3.30-4.30: Split. into 
'oups for. talk and demonstration 


o BASEA. 


perióds. There are opportunities for 


rapid advancement for a person of the 
right calibre. With the advent of Britain’s 
entry into the Common Market there is 
the possibility of greatly muc busi- 
ness in this area. des 


accounts sind state 
appropriate. inve 


is required. 








As this article has tried to TATUR the 
ositions. available to qualified account- 
ts in the clearing banks at the present 


time carry a fair degree of responsibility 
and a mimimum of two years’ 


post- 


Wednesday, October 18th: New members’ 
party at "The Biscot Mill, Luton. 
8 p.m. 

Friday, October 27th: Lecture on “The 
judicial system in England and Wales’, 
with special emphasis on case law, 
common law and statute law, by Mr G. 
Plenderleath, 8 p.m. 

Friday, November 17th: Lecture on VAT 
by an official of HM Customs and 
Excise. Swan Hotel, Bedford. 8 p.m. 

Friday, December Sth: Discussion and 
lecture on ‘Career planning’, by Mr G. 
Romney Rowes, of Reed Executive. "Po 


+ be held in Luton. 


- Further details can be obtained from 


Michael Thorpe, Bedford 68761. 


SIX-A-SIDE CRICKET 
TOURNAMENT 


Tuz Birmingham CASS are to hold their 
annual six-a-side cricket tournament at 
the Old Silhillians ground, Barston Lane, 
Solihull, on Thursday, August 31st, for 
the D. E. T. Tanfield Trophy. Players 
and spectators alike are always assured of 
some hard-fought games. Birmingham 
just managed to win the cup last year, but 
in the previous two years it was won by a 
guest side. | 
Commencing at 11.30 a.m., the entry 
fee is £6 per team (which includes lunch 
and tea) and members interested should 
ensure that entry forms are returned 
immediately, together with remittance, 


to David Hare, c/o the Library, Fountain 
REA 


Court, Steelhouse «Lane, 





qualification experience w 


<s with the best available in other cot 
t = mercial or industrial companies would b 
offered and in addition there are sub- 
st tial. . benefits — assist- 


Sede recs & 


| opportunities. 


important) policies will be Es 













leading professional firms 
desirable. 

In the case of an GE : 
position in corporate finance, experiei 
of investigations and Stock Exchang 
work would be necessary. A salary in 



























to accountants in accou AN 
finance activities. This: applies bi 
short term, where useful experience 
be obtained, and to the long 
where there will be increasing care 





LETTER TO ROUNDABOUT ` ` 








London Students’ 
Minimum Salary Campaign. 


Sm, — Higher salaries, whilst desirable, | 
are not a panacea for all ills. What if we | 
achieve £1,100 per annum for everyone? 
At what expense? ; 



























Opportunities for coloured students will 
be drastically reduced; the rate of salary 
increases will decline; those earning more 
will have their salaries pegged; small 
firms will find it impossible to empl 
articled clerks. We will lose all credibili 
with the Institute and our other (mo 


achievement. 


It is all very well to ask people whethé 
they want more money — of course th 
do. We believe that remuneration sho 
not be the sole motivation for p ofe ; 
men. We fervently believe that 
and inequitable conditions of 
are disgraceful and we 
ameliorate affairs. But 
with the means emp! 
improve the situatio 
it. 


"ON LEGH, 
sident of Rede | 





PETER R. PENN 


TERENCE C. WEBB, 4 — 
D | Secretary of ACASS. ` x 

















Notes 
and 
Notices 








PROFESSIONAL NOTICES 


HinbLeY, Hamer & Co, Chartered 
Actountants, announce that with effect 
from July ist, 1972, Mr BERNARD 
ELLIOTT, F.C.A., has acquired the practice 
from the personal representatives. of the 
late Mr Henry McEwen. At the same 
time arrangements have been made for an 
amalgamation with Josepa W. SHEPHERD 
& Co, Chartered Accountants, of Man- 
chester and Colwyn Bay. The partners 
in the new firm are Messrs JosepH W. 
SHEPHERD, C.B.E., 
PEGGE, F.C.A., BERNARD ELLIOTT, ECA] 
MICHAEL J. CROLL, F.C.A., and MICHAEL 
J. PRIOR, A.C.A., practising under the 
style of Josern W. SHEPHERD & Co 
incorporating HinpLey Hamer & Co 
For the present time the offices will 
remain at The Corn Exchange, Man- 
chester. 


P. D. Leake & Co announce the 
opening of a branch office at 450 Park 
Avenue, New York, as from September 


Birmingham. 'lhe existing practice of 
THOMPSON, Lawrence, MAJUMDAR & Co, 


incorporating Doucuty € Co, will be 


incorporated into the firm of EDWARD 
MOORE & SONS (BIRMINGHAM). The 
partners in the new. firm are Messrs 
R. GRIMBLE, F.C.A., A. R. THOMPSON, 
A.C.A, H. B. LAWRENCE, a.c.a., S, K. 


MAJUMDAR, A.C.A., P. W. Foss, pc A., and. 


G. W. EDMUNDS, A.C.A., and it will 
practise from 9 Portland Road, Edgbas- 
ton, Birmingham B16 gHN. 


MILLER, PRIDEAUX & Co, Chartered 
Accountants, announce that they have 
entered into a professional association 
with TAnsLey Wirt & Co, Chartered 
Accountants. Messrs T. G. HARDING, 
K. P. Ney, H. E. M. Barnes, N. A. 


as finance director. ` 


F.C.A., D. CHRISTOPHER . 


Epwarp Moore & Sons, Chartered 

Accountants, of London, and THOMPSON, ` 
LAWRENCE, . MAJUMDAR & Co, Chartered. 
Accountants, of Birmingham, announce 
the formation on August 14th, 1972, of a. 
firm under the name of EDWARD. MOORE ` 
& Sons (BIRMINGHAM) to practise | Im ` 


CHALMERS, J. F. HENDRE and B. H. Jones 
(all of 'TANSLEY Wirt & Co) are Joining 
the firm as partners and the practice will 
continue to be carried on at 37-39 High 
Holborn, London WCr, under the style 
of ‘TANSLEY WITT, MILLER PRIDEAUX. At 
the same time Messrs J. TEMPLE FINNIS, 
E. L. C. SWAYSLAND, J. A. Davey, W. A. 
Evans and M. GLYN are joining TANSLEY 
Witt & Co as partners. International 
representation will be through ALEXANDER 
GRANT 'TANSLEY WITT. 





| APPOINTMENTS 
Mr A. D. Nicol Ca, has been 
appointed to the «boards of Bruce 


Peebles Industries: and. Parsons Peebles 


Mr E. G. Atkins, Fa 





appointed deputy chairman: of | Vactric 


EES Leasings. 


Mr E. G. Atkins 


Mr Paul A. Tranter, B.COM., AC, A 
has been appointed group chief account- ` 
ant of the Birmingham Small Arms Co. 
. Previously a management consultant with ` 
Cooper Brothers, Mr Tranter was assigned S 
to BSA last year to work on the strength- oe 

ening of financial planning and control. ` 
. Mr Derek Adams, a.c.a., has been 7 
appointed management accountant of S 


Barclays Bank Ji rust pos S 








Mr D. Adams — MrW.T. Leadbetter 


Mr W. T. Leadbetter, F.C.C.A., has 
béen appointed secretary of ` ‘Lloyd's 
Register of Shipping with effect from 
October Ist, 1972, in succession to Mr 
John Huxster, F.C.C.A., F.C.LS., who has 


retired on completion of 47 years” service. 


Mr R. H. Davis, B.COM., A.C.A., ALB., 
has been appointed manager of the Luton 
and East Anglian regional office of Old 


J. Bibby & Sons. 


Standard ` 


finance v 
director of the Muirhead group, has been 









Broad Street Sene the meee 
banking arm of United Dominions Tru: 
He was previously assistant to the 
general manager of Barclays Bank. 

Mr Bertram Nelson, C.B.E., 


of the Liverpool Daily Post and Echo, 
and has been elected chairman. 


Mr Harry Rodgers, A.C.A., has been. 
appointed secretary and. chief accountant - 


of merchant bankers Thames Guar anty. 


Mr Geoffrey Fairclough, F.C.C.a., has. 


been appointed an executive director of 


Mr R. P. W. Millar, , has beéi 
appointed investment Ee of The 
ust. with effect from ` Sep- 















"The following. Re have been 
nounced by the British Airways Board 


to take effect from September 1st: Mr ` 


C |. E d a direct of RA Spencer, F.C.C.A., becomes deputy ` 
ontrol Equipment and a director o kaiman CN d oe. 





panies, and Mr K. W. Reddish, r.c. GAG 


is appointed to the board of directors SE 


BOAC, 


COMPUTER CONTROL jL COURSE 


A new course on “Control and Audit of 
Computer Systems’ will be: held. at 
Cambridge from September 23rd to 26th. 


Organized by The Institute of Chartered 
k= _ Accountants 1 in E ngland and Wales, it is 
Mr P. A. Tranter He successor to the previous. highly ` 

a successful ‘Audit of. Computer Systems’ a 
Course. uo x 
The abjective of the course. is ‘to enable * 
—< members to undertake the audit of most ` 
computer systems other than those of. 
unusual complexity’. However, the con- 
tinuous: development in computer tech- 
nology and systems design means that 
what was unusual. dd is usual — 
ec MP Ao? An CC t 













: ects, using the. computer 
ourpóses, and reviewing the 
anizational controls within the EDP 
partment.» 








INHE ERITANCE TAX ESSAY 
:. COMPETITION 


ER a grant from the P. D. Leake 


Committee, a prize of £250 is being . 


offered by Accounting and. Business Re- 
search — a publication of 'T'he Institute of 
Chartered Accountants in England and 


F.C.A., bas 
been appointed a non-executive director. 








he concept of ‘auditing without the ` 
computer’ and ‘auditing with a computer’ 
being. entirely separate techniques, it is 
. suggested, is no longer valid. Today the 

| computer 1 must be accepted as an audit 








24 s xd 


Wales — for the best article on-Inheritance 
Tax: submitted before September 3oth. ` 
A further prize of {so will be awarded 
for the article adjudged the second best, 
and normal rates will be paid for the third 
best article ` contributed. Entries of 
sufficierit merit received in time may be 
included in the autumn issue; others i in 
-later issues.’ 

-The best articles are to be printed: dor 
distribution at the Institute's Inheritance 
Tax course in November, at which. it is 
. hoped that the. opening address will be 
. given by the Chancellor of the Exchequer. 
` Entries for the competition should be- 
submitted to the Editor, Accounting and 


Business - Research, ` The Institute . of ` 


- Chartered Accountants in . England and- 
Wales, 
‘ECM TAB. 
. . ECONOMIC SU RVEY ON. 
‘GERMANY. 


- The latest booklet in tHe series 8 of econo- ` 
` mic surveys of member countries of the 


Organization for Economic Co-operation. : 


and. Development. covers the Federal 
Republic of Germany. Copies of the 
survey are available from HMSO, price 


35P: | 8 


56-66 Goswell Road, "London 
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“ACCOUNTANT ` 


PROFESSIONAL CLASSES. 
AID COUNCIL 


- 


Total’ expenditure on “relief to bene-. 


ficiaries of the Professional Classes Aid 


Council was £37,776 for the year ended 


March 31st, 1972, compared with £35,052 


for ¡the previous year. Donations, says. 


the report, have more than recovered 


" from their slump last year, the total 


exceeding the 1970-71 figure by £3,000. 


The annual grant funds' income increased , 


by £1,000 and legacies. amounted ‘to 


£419,343 plus {2,000 Metropolitan Water 


Board Stock which was added to existing 
holdings. 


However, subscriptions, so vital to'the 
Council's existence, have remained static, 
states the report. The plea is made for 
contributions under deed of covenant 


. which. not only secures support: for 
"seven years, but also substantially in- 


"r  - s —— IA 
` 
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as 
u* I a 


EE 24th, 1972 


ROM 


_ been mét from legacies, but Says ike 
` report, much more will: be needed from 
- this source for the current financial year. 
.Present membership of the Council 
includes Messrs J. Allen, F.C.A., 
P. . A. Guilford, M.A., F.C.C.A., F.C.LS., 
and A. C. S. Meynell, F.C.C.A., rep- 
-resenting ‘respectively The Institute of 
"Chartered Accountants in England and 
Wales and The Association of Certified 
Accountants. Sir Thomas Lund, C.B.E., 
a former secretary of the Law Society, 


is President of the Council. 


. ICA EDUCATION AND: 
TRAINING PUBLICATIONS: 


Special Binder Available 


Booklets. 2nd other documents on educa- 
Don and training, published by. The 
Institute .of. Chartered Accountants ' in. 


Pd 


creases the value of the annual gift.- An: England and Wales, will in future be 


appeal is made to all non-deed -sub- ` 


scribers to assist the Council in this way. 


Overhead expenses have risen by.£2,000 


and expenditure on appeals and publicity 
— the Council's chief means of attracting ` 


year's deficit of just EEN 413, ooo has - 


- printed. to a standard size on As paper, 
for ease'of filing. — 

A 2,1n. capacity EE to hold these 
publications, covered in’ dark blue plastic 
with silyer-grey lettering, is available from 


legacies ' — has been considerable. 'The- the Publications Department of the 


DI price 80p. 
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“Anagrammatic” lam: 


' Compiled by KENNETH. TRICKETT, T. C. A. 





,^» the definition or the anagram may come first, but they do nót.overlap. 


_Each of the clues sined in EC contains a definition, as well a asa , 
^ mixture of the letters, of the word to be entered in the diagram. Either : 


Thus ACCOUNTS might be clued ‘We find the financial statements of ` 
oncost EE SC The other clues are normal, 3 


CLUES ACROSS 


r. Warrants orders for collection.of-rate (8). 
_g. Two bridge- players busy establishing, new laws 8). 
10. Nothing to write — not finally settled (4). ; 
11. Successful securities, presumably (7; 5). .- 
13. We try periodically to produce another copy of it' (6). 
. It.offérs revised penalties (8). 
_ 15. Property of 7, 13, and 19, for anda sends down he average CH 
. I6. Bigger losses must be admitted in letters to creditors (7). 
. Distiller’s product, if supplied, is subjected to a duty’ (8). 
. This is the subject of the essay (6). - 
23. Deposit everything and this i is relatively infertile (8, 4). ` 





_ 25. The términation of various notes of indebtedness (4): - 
` ap, Party who appears to offer a choice between finishing ES anders. 
Se standing (8). i - 8. Measures under a hundred- pu: 
T Hu : purposes for enumerations (8). 
27. Provided another a ass is given up (B. Sg .. 2. Being extravagant, excesses remaining undecided (12). 
i E EE AE 15. Nothing gets.over the British disposition-to obey a court t order (8). 
i CLUES DOWN ` EK WR ys MES ases Quare from pamphlets. (8). 

- ; E . Certain, under control, to take out another polic (8). 
2. Peter out, finishing as part of a circulator (8). = F poney 
3. B blunder in imparting E um for preparing deeds (1 ah idi d cq deoolued ub ii the absolute o COE 7 an estate in Lerwick, 
4. Advances the amount received (8) | E E? 
5.. Cóunterclaims should be indicated in the lists of fees (j). 24 eer: SE SE (6). ( i 
6. The solicitor was always waiting for us, however early we eee (6). | P P MUN Cas Ds iq o 
7 The solution. will be Beant in next. week's issue. MEL 


. Right of possession that is within the borders óf London (4). .-. ` ° 
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Successful Candidates at the Summer 1972 Examinations: ^: 


EN 


= 7 -OLD PARTII ` ! | , Arr 
Allen, r (Drogheda, Co. Louth). 2 I Jones; M..J. (Belfast) .O' Conon T. P. (Dublin) . diet. En 
` Alle . (Belfast). | ; ^ - ` ; O'Neill, B. u (Dublin) - | E 
Adis] J]. O: (Bangor, Co. DP I _ Keis. E. P. (Dublin) : e Q0 Shea, J- G. (Limerick) . š ' Mo. en 
Beirne, D. ]. (Dublin) ` l Kelly, F. P. (Dublin) ` w © pi P. T. (Dubli I Vo PR 
Boyd, i. P DOES D i > ik $ ore Tid Se | terse, P. J. (Dublin) D ru 
,2yrne, K. (Dublin) ^, : ' Keogh, B Brav, Co. Wicklow Oi : ` : xm 
moe | ç Kingston, J. (Dubl in) f I $ nian 2 uba) 
Càrse, B. B. (Dublin) l d SES I » Ramyead, R. P. (London) d Xr EEN 
‘Cartmill, A. T''(Belfast) ` "on Lacey, W. A. (Limerick) Rockett, J. P. P. (Dublin) ` : ZS 
Clarke, D. F. (Dublin). . x _ Ledwidge, W. M. (Dublin) (First Place ana The . Ryan, B. J. (Dublin) Sup ri 
Cleary, J. A. (Dublin) mE | Samuel H. Muir Memorial iid I Ryan, M. J. (Dublin) ` ois E E P. 
ES T Le i s 5 _ Lim, K.-P. (Dublin) d s. A. G. mend) ; 
arcy, M. T. (Carlow i D i "Bor aw, W: H. D. (Bangor, Co. Down 
Dargan, F. J. (Belfast) McCain, P. C. (Miss) (Dublin) Sheehan, M. N. ' Enniscorthy, Co. Wexford) | 
. Dockrell, G. W. Sabie McClinton, R . (Belfast) | - Slater, G. E. (Dublin) .. 
Doyle, I. P. E. (Dublin) McCullough, T. M. (Londonder£y) dy Smith, V E (Dublin): jx 
Ducie, B : (Dub lin) i : McNamara, D: A: (Dublin) "`, . . + Spence, D. R. (Belfast) Zeg oe 
) "I `. Maher, G.J SE Ge l SE D. A: (Cork) S 
in) | . ' ONY) L dis LOL ES tevenson, R. J. (Ball a, LA 
Ensor, D. (Dublin) b. G Moore, D. M. (Derry) «T Place) J. (Ballymen €o. Antrim) (Second ` $ 
SC . V EC elt * * Murray, D.'P. (Dublin) | o ce 2 
Farrow, S.-J. (Belfast) -Murtagh, M. E. (Dublin) Taylor, F. B. (Dublin `  .. 
"E EE t Sod ow i Tipping, `C. H. (Dublin) ü "ET de 
‘ Greer, H. F. (Belfast) Nicholson, J: D. (Belfast) : tis TE EN ta 
. „Nicol, C. R. (Belfast) C OE _ “Walsh, T. R. (Dublin) ` ` u Leg als 
Hall, A. M. (Dublin) : E Noble, R. G. (Dublin) ` CM Yap, Y. V. (Belfast) 
' Hashim, Azmi ied AE i Ger x Nolan, D. B SEH P "T . Young, L. F.. (Belfast) 
or. 30. EH failed to satisfy the e examiners, of pm the following four were e referred i in one Paper: , di: "mE ú er Si T 
: i O'Malley, Av (Dublin) ] EM Rushe, J. F. (Dublin) 5 ps à f Do Ao . 
i Ruddock; G. A. (Belfast) y LL uu ae 8 AE 
? f, ` M. a a š š. _ S Ñ AE 
E A EE o. PART.IV TE : " 
Beech, H. (Bangor, Co. Down) . . ; Goss M. A. (Dublin) f ; Noonan, J. B..(Tubbercurry, Co. Sligo) 
Burke, T. p P. (Dub lin) . 4 ` Graham, G. (Belfast) i ) ET GER 
- Butler, T. (Dublin) hy 200. . * Greer, H: F. (Belfast) : O'Donnell, M. A. P. (Dublin  . £a ; 
I SSC c n "E O'Ferrall, T. R. (Dublin) . 
Cartin, E. J. (Belfast) bo "^ . Healy, J. M. (Dublin) rw "Ee. O'Leary, D. V. (Dublin) (First Place and The 
‘Cleary, J. K. (Cork) ' II . . Horgan, D. F. (Dublin) ^ — . Samuel Smyth Memorial Prize) 
Cleary, P. A. (Dublin E LUE " I Ge | *. O'Malley, K. V. (Dublin) 
Colgan, J. A. (Dublin ' Kehoe, P. A (Dublin) i wa O'Reilly, E. A. m) 
Counihan, M. D. (Dublin) f : “+ O'Riordan, A. C eu) . EE 
| : m Lane, B.. G. J. (Limerick) ; o” Shaughnessy, L . M. (Dublin) . . `. 
Delàney, M. HUE) p F Liggett, J. H: (Newtownabbey, Co. Antrim) Së 
Dee A. (Cork) : f I Lindsay, K. G. (Doagh, Co. Antrim) Rehbein, W. W. (Newtownabbey, Co. A 
Dobbyn, M. R. (Dublin) * ux ` «+ Lyng, V. (Dublin) - . Ryan, P. N. (Dublin) e Place) 
Dobson, J: J. (Dublin) . ‘ "p a . ET. 
"Doddy, T. J. (Dublin) 8 wn. McCreevy, h (Naas, Co. Kildare) Sandys, M. P. (Dublin) ` i SEN Ps 
Dore,.D. Ge Có. Cork) | 5-7. ,. McFal, R E G. (Ferns; Co. Wei) P. a Sharkéy, N. D. (Derry) ~ ; 
. Duffy, T.C «(Dub lin) -. | ` McGarry, D. (Dublin) . . Stephenson, B. (Delgany, Co. Wicklow), (Second ` 
“ McLoughlin, J: P. (Dublin) Place) d ' 
Gairn, C. A. (Edinburgh) : Marley, G . (Portadown, Co. EK, : ` Stewart, P. J. (Dublin) ~ ; 
- Geoghegan, k J. (Dublin) ` a Milen A D. (Dublin) i LEE. 
Gilbert, M. D. (Dublin) E Moten, W. G. (Sligo) Sa GE "Weeden, F. J J: (Dubita) 
E T6 the foregoing candidates four had been required to sit one paper only to complete ER Part. i , 


e c db 170 candidates ee to satisfy the examiners, -of whom the follosing two were referred i in one ne paper: 
I = E I ` EO i du" | . i . Bu Zë ace 
Eo E Hughes, J. (Dublin) rs. fs Stack, C. B. (Dublin | ` < SC TT 
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. Carson, D. J. M 


dee B 


T. 
` Baker R. 
Boyle, J. 


"Byrne, J 


M. e Co. Derry) 
A. (Ballincollig, Co. Be 
W. 
J. 
B. 


Agnew, J. 
L. 
Allen, (Belfast) 

1. (Dublin) - 
(Dublin) . 

Brazil, T. P. (Dublin) 

Brick, D. B. ae Co. Kildare) 
Buckley, L. M. (Dublin) - 
Burke, C. M. (Dublin 


w ) . 
- Byrne, B. J. (Dublin) (First Place and E Ka SE 


- borated re Jubilee Prize) : 

B. (Dublin) `: 
Caffrey, D. J. (Dublin) 

OLI ben: Co. AS 
Corcoran, C. A (Urmston, Lancashire) 
Corless, M. B. (Dublin): 

Comes (Dublin) 


_ ` De Sóuza, B. V: F. (Belfast 


Dwyer, LJ (Dublin) oed Place) 


Earl, R. D. (Düblin) 


Fagan, G. A. (Dublin) 
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Farrell; P. I. (Dublin) 
Fleming, P. J. (Dublin) 


Greenan, P. (Dublin) 


Heany, J. C. d 

Hegarty, D. A. (Dublin) 

Hewitt, T. T. (Lisburn, Co. ey 
Holmes, T. W. (Cork) ` 

Horan, S. P< Ge , Se 


- Jingree, J. (Belfast) ` 


Lockhart, D. F. (Dublin) 
Lynch, V. P. (Dublin) i 


McAndrew, T (Dublin) 

McAvoy, T. T. (Dunmurry, Co. Antrim). 
McCormack, B. W. (Belfast) ~ ' 

- McGuigan, E (Hillsborough, Co. Down) `. 
McKeown, T.'A. (Greystones, Co. Wicklow) 
McMorrow, j. L. (Dublin) ` 

McNamara, J. J. (Dublin) 

Madden, M. Jee Co. ape): 

d Maguire, B. A. (Dublin) 

Maingot, M..M. SE 

Mair, J. A. (Rosses Point, Co. Sligo) (Third Place) 
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E O'Sullivan, J.A 


` Quigg, G. (Belfast) 
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Mangan, J. B. (Dublin) 

Martin, D. (Dubliny st 7 
Moore, A. L. (Dublin)  ;. 

Murphy, N. J. (Dublin) ` 


` O'Callaghan, E. G. (Dublin) | 


O’Connor, J. B. (Dublin) : 
O'Connor, J. M. (Dublin) 

O'Donovan, E. J. (Dublin) ` 

O'Hehir, F. J. (Dublin) ; br 8 
O'Reilly, J. J. en ; n Ji 
. (Dublin) ; - 


Paul, J. (Holywood, Co. Down ) 
Peterson, A C. (Kilmacanogue, Co. Wicklow) . 


Robinson, J. A. (Belfast) 


Seale, C. E. (Carlow) 

Sheridan, V. J. (Dublin) 

Smyth, M. E. (Dublin) 

Stockman, B P. (Tobermore, Co. Londonderry) 


Thompson, P. J. i) 
‘Treacy, S . J. (Dublin) 


"Of the Fate candidates, seven_ had been required to sit one paper only to complete he Part. 


169 candidates fatled to satisfy the Examiners, of whom the following twelve were referred in one paper: 


Beck, D. L. W. (Craigavon, Co. Armagh) 


š . Dillon, J. A. (Dublin) 


Fanagan, W. T. (Dublin) 
George, R. F. de C. (Dublin) 


Gilmartin, P. (Castletroy, Co, EE 
Graham, D. B. Due lin) ` 


5 


Jones, J. P. (Dublin) 


' Lynch, M. (Dublin) ` COME : 


SUMMARY 'OF RESULTS ` 


4 


Meat; .E. J. M. (Castlerea, Co. e 


O'Dowd, G. D. (Dublin) 
O'Keeffe, D. (Dublin) 


Ritchie, L. A. (Dublin) |. 





^ Number of 
candidates 


Referred 


Successful 


= 

Per cent Per Cent 
58 12 
22 6 

23 | 


of 
“27 m 
8 





Winter 1971 


Summer 1971 $^ old 
Per cent , 


Per cent 





examination in this subject. 


NOTES: ' 2 


— 


— 4 


* I. One ee presented himself under the transitional arrangements, for the subject ‘Company Law and Secretarial Practice' and was exempted from further 


D 


- . 2, Under transitional arrangements a number of candidates sitting Parts I and III were allowed to present themselves for the subject combinations whict 
à MT Mp in Een II and HI. The results of these candidates appear, below: 








~ 








Part ,. Number of .i- N l ful Per cent Per cent ` Percent ‘ 
Serb. Ge candidates RE successful referred f successful at preceding sessions- 
i 2 ` l^ i j Winter 1971 Summer 1971 
* “Old” Part 11 63 . -. `3o - T m "29 - .. 42: 
`. ‘Old’ Part ITI 120 64 | 3 36 20 i SS 
H M z £o l 
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Let us figure out 





Year by year payroll preparation be- 
comes more and more complicated, and 
your problems multiply. 

Luckily Management Dynamics Com- 
puter Service Bureaux can help you take 
things in your stride. We’re already making 
life easier for 126 firms. Our nation-wide 
payroll service, is fast, flexible, easy to use 

\and most important, utterly reliable. 

Within 24 hours of receiving the informa- 
tion, your payroll is complete, whether it 
comes on clock cards or standard forms. 
And everything’s included. 

Gross and net pay reconciliations includ- 
ing N.H.L, tax and Graduated Pensions, 


[ 9 Management Dynamics 
Computer Service Bureaux £ 


ac A member of The Management Dynamics Group 


LONDON : BIRMINGHAM - MANCHESTER 


Heathrow House, Bath Road, Cranford, Hounslow, Middlesex.; 
Telephone: 01-759 9191/1502/9628. And at 213 Oxford Street, 
London, WIR 1AH. Telephone: 01-437 9481. Temple House 


43-48 New Street, Birmingham, B2 4LH. 

Telephone: 021-643 5250. Royal Buildings, 
2 Mosley St., Manchester. 
Telephone: 061-236 5950. 


S.B.T. and cumulative totals. Comprehen- 
sive cost centre analyses and facilities for 
dealing with employee record cards, credit 
transfers, bank lists, and coin analysis with 
rounding. 

Five separate entries for gross pay are 
available together with 11 separate deduc- 
tions, three statutory and eight specified 
by you. There’s even a special Contractors 
payroll program that copes with the com- 
plications involved in allocating direct and 
indirect labour costs by "Trade across 
different job sites. 

End of year returns are catered for, and 
the, required figures are easily and auto- 
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your payroll problems. 


matically produced during April. | 

And there's no problem handling super- 
annuation schemes, holiday pay and 
sickness or accumulation schedules of 
deductions. l 

Everything is organised to allow for 
smooth detailed implementation to make 
sure that the system is properly installed, 
and we provide validation of input during 
working hours to confirm data prior to 
processing. 

With Management Dynamics Computer 
Service Bureaux you'll find your payroll 
problems just disappear, no matter what 
the legislators, come up with. 
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and where doesthat => 
: leaeyou? 


|^ "^ .  I[tdoesn't happen often, but a lot ere ees 
of silly things can affect shares | | 
just when you want to sell. 

"That's why, if you're wise, you will 
have invested at least part of your 
portfolio in the Leicester Permanent. 

. Where it’s safe as houses; earns 42% 
interest — with income tax paid by the 
Society; and is readily available when 
you need it - no matter what the world's 
coming to | | 


Leicester Permanent 



















` 





s Leicester Permanent Building Society - Head Office: Oadby, Leicester, LE2 4PF 
London Office: 49 Park Lane, W.1. - City Office: 66 Gresham Street, E.C.2. 
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Two books you must read 





An Employers' Guide to 


£2-50 
Hardback 





Peter Paterson 


Michael Armstrong 


1 


We have already mentioned ignorance of the Act in the 
context of very small companies, but a significant degree of 
ignorance is to be found also among larger companies. There 
is moreover a very considerable need for guidance on 
questions arising on the implementation of the Act... 


Office of Manpower Economics Report 


An Employers' Guide to Equal Pay includes : What is equal pay ? 
* Implementing the equal pay act * Job evaluation * What 
will it cost? * Using female labour effectively * Checklists 
for managers and numerous appendices. 
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ORDER FORM 


' to KOGAN PAGE LTD., 16 Gray's Inn Road, London W.C.1. or 
to your bookseller 


Please Send... Copies of VAT EXPLAINED @ £1.90 each 
Add: 15p postage and packing per copy 


Enclose cheque/P.O. valued......................... ee DEE idas 
Name................... Gë Eau reg D PIT id nda as 
Position,..,.......... ee —— ee 
CR le kee Eeer Äere? Nie 
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ORDER FORM 


to KOGAN PAGE LTD., 16 Gray’s Inn Road, London W.C. 1. or 
to your bookseller 


Please send Copies of EQUAL PAY @ £2:50 each 
Add 15p postage and packing per copy 


Enclose cheque/P.O. valued 
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As from April 1974, the structure of local government in 
Britain will change and, whether the officers and 
elected representatives of the current authorities like the 
prospect or not (many do not), the task of making the new 
structure function will fall upon them. | 

To facilitate the change-over, local authority associations 
have been active in contemplating and considering the 
problems to come. A particularly useful contribution to 
this subject is the report of a small working group led.by 
Mr M. A. Bains, Clerk to the Kent County Council, 
entitled The New Local Authorities: Management and 


Structure (HMSO, £1). The group was appointed jointly 


by the Secretary of State for the Environment and the four 
major local authority. associations, which provided a steering 
committee. E 
The report rightly observes that the` nn Mu of 
local authorities provides a major opportunity for reorganiz- 
ing the management structure of local government. Even 
the best friends of the existing system would. hardly contend 
that it succeeds in combining administrative efficiency with 
effective democratic participation in decision-making. 


According to the Bains Report, those objectives are more: 
likely to be achieved by the creation of a central policy and 


resources committee within each major authority, 
supported by sub-committees which would exercise day-to- 
day control over staff, finance and land. Another sub-com- 
mittee would function as a performance review body. The 
key committee, Le, policy and resources, would provide 
co-ordinated advice from the sub-committees to the Council 
in determining its objectives, plans and priorities. 

The old town clerk would be replaced by a chief executive 
who would have no departmental responsibilities. He would 
be ‘responsible for supervising the other chief officers, 
acting as their leader and principal adviser to the Council 
on matters of general policy. The working group is especi- 
ally: concerned with personnel and recommend that 


personnel management and management services should . , 


be separated, with co-ordination exercised at a high level. 
To this end the group recommend a raising of the status 
of the head of the personnel department; he should have 
direct access to the chief executive and not be subordinated 
to any other chief officer. 


Y 


- 


Management in Local mats 


While one may accept the logic and recommendátioris - ` 
of the Bains Report, it is still possible to feel less than . 


optimistic about the future of local government adminis-- 
tration. To start. with, managerial efficiency is dependent 
not so much upon the structure but upon the human 
qualities and skills of the persons involved. Local govern- 
ment has its share of able men and women, but the creation 
of newer and larger authorities will require more of them. 
While in no way suggesting that big means better, it is a 


fair assertion that a life spent in dealing with local affairs ` 


in a small authority 1s not the best training for the enlarged 
authorities to come. 

. However much one may' approve of the creation of a 
policy and resources committee, its efficiency is dependent 
not merely upon the support it derives from the sub- 


committees or its officers, but on the ability of the elected | 


members. It may be that the new enlarged local authorities 
will attract the best of the present elected members, and 
possibly some independents with the requisite skills and 


independence of judgment; equally, one is entitled to ask ` 


what proportion of elected members, for all their many 
excellent qualities, have either thesis or the intellectual 
capacity to make rational choices among a number of 
conflicting objectives. The Bains Report recommends a 
review policy committee; some ratepayers might like the 
idea even better if the membership were to come from 
outside rather than within the local authority! The difh- 


culties are obvious, but the advantages could be consider- 


able. 

The most effective constraint upon local initiatives in 
recent times has been lack of finance. It has been the task of 
many treasurers to adjust the claims of competing depart- 


ments to the size of the local purse, and in the light of this © | 
experience it can hardly be chance that has led the financial bi 
rather than the legal, specialist into the new key post of 


chief executive. 
It is noteworthy. that the "institute of Municipal 
Treasurers and Accountants, in its second working party 


report on local government reorganization, should have 


provided a set of guide-lines for financial administration 
and control which the staff of the new authorities will find 


especially useful during and after the transition. Every 
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practising accountant will recognize thie. basic. siniilarities' 
of these programmes with their own working papers onany. 
major audit and new client company. . 

The future efficiency of local. government isa matter of: 
concern for every citizen, even if it takes the afrival of the 
rate demand to remind him of the fact. Views will differ on - 


' the merits and shortcomings of local government but it is 


_Love Thine Enemy | 


*ONFIDENTTALITY i in matters of saci or profes- 
sional-administration is a desirable and often necessary ' 
: virtue; secrecy for its own sake, and particularly in matters 
which are of legitimate and widespread ' interest, is not. 
. “The 1954 Summer Course paper by the then Secretary of 
`. The Institute of Chartered Accountants: in England and 
Wales on “The Work of the Institute’ (reproduced in The 


Accountant for December 4th, 11th, and 18th, 1954) was 


welcome as evidence of a new outlook i in such matters, no 
less than for its considerable intrinsic merit 

We are glad to have the opportunity of reproducing o on 
other pages of. this issue an updated and greatly expanded 

version by Mr W. M. Allen, Secretary of the Examination 
` Committee, of that part of the 1954 paper which dealt with 
professional examinations — a subject of particular concérn 
to principals and student readers alike. To students in 
particular, the examinations, in their formality and their 
potential effect upon future careers, savour not a little of ` 
" Judgement Day; and for many, despite such sage advice 
from their tutors as that ‘the average man who. has devoted . 
reasonable care to his preparation gets through at the. first 
attempt’, blind chance and arbitrary regulation appear to 
| play an unreasonably large part. Students and examiners, 


in popular mythology, are natural a EE 
'IN THIS ISSUE 


eyes of the former; who are perhaps apt to forget that the 
examiners began their career also as students. > . . 
In the field of examinations, as in most other forms of 
human activity, it is the *marginal 'case — in point of either 
time or merit— which creates the greatest difficulty. Mr 
Allen undeniably presents a strong argument in support of. 
the Institute's uncompromising attitude. towards late 
entries; the time allowed for processing the thousands of - 
examination entries has not been increased proportionately 
to the numbers involved since the date of Mr Maclver's 
paper, and a definite deadline is essential. "Wherever'a line 
is drawn, someone inevitably ends on the wrong side of it, 
and this human failing would-undoubtedly continue even 
if special provision were made for late entries at an addi- ` 


tional fee — not to mention that the Institute’s standard.. 


deadline is already as generous as the ‘late entry’ deadline 
of some other bodies. It will come as a surprise To many,- 
as we think, to learn how far the Examinations Department | 
of the Institute is already prepared to go in ‘helping: the 
feckless few who leave it until the last. possible moment. 


are increased. ~ — — ME = sn 
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gratifying — to put ít: no stronger - - dace among the present 


` officers and elected members, there are those who are both 


'aware of the magnitude of the problems ahead and, capable 


‘of dealing with them. It is desperately important, however, 
that local government attract its share of the more able 
younger members of the professions : as its responsibilities 


E 


Mr Allen also. does TE to emphasize that the recently- 
introduced procedure for referral in individual papers will’ 
affect the ‘borderline’ candidate in both directions; thus, 
whereas some borderline failures will in future be permitted 
to re-sit one paper only, the same will apply to others who 
might previously have gone on their way rejoicing as 
borderline passes. One former ` ‘President of the Institute 


was reputed to have passed his own Final ‘examination 


(this in the pre-1939 era) by no more.than two marks; 
today, he would probably have been referred instead, so ` 
that referral, per se, is not to be regarded as an obstacle to a 
potentially distinguished future. 

Examinations have not lacked. their detractors in recent 
years, but it is arguable whether anyone has yet suggested 


a more satisfactory alternative method of maintaining 


standards. Certainly an examination conducted on the 
Institute model appears to offer no less objective a test of 
capacity than the ‘continuous assessment’ now practised 
in some educational establishments. If students are still to 
regard the examiner as a natural enemy,.we may hope at 
the least that it will be as an enemy whose methods and 
motives can be understood — and indeed respected. 
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in were the two Largest individual cate- ` 


Great Britain during 1971 totalled. goriés in both compulsory and cre- 


39,445, an increase of over 9,000 on the~ ditors' 


voluntary liquidations, the 


1970: figure. "There are ‘now about. :nümbér of cases exceeding . all other 


577,300: companies on the register, of 


"whoni fewer than 17,009 are public | 


companies. I 


The annual report: of de Registrar d 


of Companies, published last week; 


discloses also that nearly 22,006 com- 


panies were dissolved. or struck off | 


the régister in 1971. A more vigorous 
policy appears to have been pursued ` 
in this respect in recent years, due no | 
- doubt in substantial measure ro the - 
disappearance in 1967 of the ‘exempt 
private company'. Taking the 1962” 


classifications than “total manufac- 
turing’, ‘which is, of course, subdivided’. 
into several industrial groups. 

The number of public searches of 
company filés continues to increase 
and in 1971 reached an all-time record 
Of 1,705,000 —— imposing a heavy: 
‘burden on the Ree at MOOD 
House. 


e 


Scottish Chartered | 
Accountants' Summer. 


g figure of `dissolutions and strikings-off School 7 


-as 100, corresponding indices for the ' 
five’ years 1967-71 inclusive’ were. 
230, 483, 334, 308 and 283. 

Default prosecutions-were instituted’. 
“by the Department of Trade and 
Industry i in 563 cases during 1971 and 
‘resulted in 432° convictions, .mostly-- 
for failing to forward ‘the . annual 


the Companies Act 1948. Of 131 cases 
(all relating to returns) not prosecuted 
to ‘conviction, 51, weré adjourned,. 
20 dismissed and 41 withdrawn. In the :. 
"light of the, reminder. issued earlier’ - 
_ this: year by the: Council of The Insti- . 


tute of Chartered Accountants in 


' England and Wales (QU he Accountant, 


April 27th) of the serious and specific ` 


responsibilities assumed, by members ` 
who accept. office as liquidators, it is 
“significant to note that 127 applications ` 
were made to the Court by the | 


Registrar. of. Companies during 1971. 
T. D. Lynch, .c. A." Who will give a . 


‘in respect. Of failure by voluntary ` 
‘liquidators or receivers to submit the ` 
‘returns required of them; in 16 cases, 
compliance was secured „only after 


HE 35d summér e EE of The . 


. Institute of Chartered Accountánts ` 
of Scotland, to be held at St Andrews: 
from September I sth to’ September ;. 


 Igth, will concentrate almost .ex- 


clusively on accountancy in Europe | 


and on the role of the accountant in | 


returns as required by section"126 of . . Europe. | 
Two.of the five. speakers are ac-. 


countants in Europe; one is Mr P. C:. 
„Louwers, 
internal audit: services of: N V Philips, 
‘Eindhoven, and an immediate Past - 
President.of the Netherlands Institute- 
of -Régistered Accountants, who: will - 
give a paper on: ‘Sincerity i in financial | 
reporting’; the other is Mr. J. G. 
Pittendrigh, a‘ Scottish chartered atc- 
. countant practising in Geneva, who 
will give an. address on. ‘Accounting 
and- reporting. standards in Europe’... 
The three other speakers are Mr 


paper. on "Trends in' European taxa- 
‘tion’; Mr -E. H. V. “McDougall, : 
‘Secretary of the Institute, who will ` 


application , had been made for a . give an address on "The international 


committal order: i 


"The construction ` industry con: , 


tinues. to feature-largely in liquidation whose subject will be. “The public o 


statistics; of 3,506 compulsory or. 
creditors” voluntary. liquidations noti- 


- acceptance | ‘of professional qualifica- `` 


. tions’, 


and. Mr John Graham, c.a., 


image of the accountant’. 
Some 150 members and their SE 


Bed in Englánd and Wales during the, ‘will be'attending the summer school. : 


year, 


651 


related. to’ construction. After. each paper has. been. read; 


companies. There were also 426 such ` members will divide into ro ‘discussion ` 
liquidations affecting financial, busi- ` 


Dess and ee ‘services’. These 


n 
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; 
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. groups, which will then report back : 
to plenary: sessions of the. school. 
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head. of the , world- wide © 
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Mr A. L E C.A., Piden 
cef the Institute, states that the pro- 
_ gramme: for this year “could scarcely” 
be more topical-or refléct more clearly " 
the Institute’s. awareness of the far- ’ 
reaching effects of EEC entry. We all * 
have much.to learn of.the ways and ` 
‘customs of: those in the community, ` 


that we are joining.’ [Ue ee ae 


-— 


"Capital Gains Tax and 


Owner Occupation 


XEMPTION from capital gains E zl 


tax, within the terms of section 29 ` 
of the Finance Act 1965 is available: 


“in respect: of a house which is the: | 
taxpayer's only or main residence. By 


` concession, the same exemption. will ` 
be extended to the ownership of. 


" land acquired for the erection of such ` 
` a residence, provided that the period. 


of ownership of the land por ro 
occupation of the residence does not- 
“exceed, in normal circumstances, one. 
year. | 

The full text ofa new SEH 
general practice, published this week . 


‘CAPITAL GAINS Tax: SHORT 
. DELAY BY. OWNER OCCUPIER IN 
TAKING UP RESIDENCE. ^ 
(Finance Act .I965, section 29) 


"Where ` an`, individual. acquires laid - 


and has / a house built on it, and. he ` 


- thereupon goes into. occupation of the. 


the Inland Revenue, isas- follows; ^ 


~ house as his only or main residence, <`. i. 


then, provided that the' period of ^ 
ownership of the land up to the date of ' 


occupation of the house does, not ER 


exceed a, year, or somewhat longer if^- 
there : are pood reasons for SE 


“by Ce 


SHE'S BEEN 
LIKE THAT -. 
FOR. YEARS 


CO 


1 


aX . shown an underwriting profit of | just 


`A 


. ter, in contrast, must be sent off to seminars and conferences . 
on industrial relationships, “interview techniques, trade 


c c 
Se 


H r 


delay; ine Inland ene will regard ` 
. , 'that period as part of his ‘period: of ' 
e “occupation of the house as.his only 


‘or-main residence within. the terms-of 


2 section 2059.7 es 


‘The. same practice will bé Applied 
. where ` an - individual - purchasés an 
existing | house and beforé moving ‘into 
“occupation as his-sole or, main residence 


he arranges for ‘alterations or re-- 
` decorations, or completes the necessary ` 

steps for disposing. o his on | 
z residence.” | 


 Lloyd's Results - 


-LOYD'S -underwfiters, of Shar 
. there are more’ than: 6,000, have 


: D 
E Ee 


Së THE 


ACCOUNTANT ` 


"This "—€—" a EE indi | 
compared. with . 


of 7-51 per- cent, 
5:33 per cent for 1968. At Lloyd’s, 
this is considered a low return in 
view of the high risk: naturé of the 
business ~ and the sizeable losses which 


have been incurred in earlier years.’ 


For instance, in, the largest sector, 


the non-marine market losses of £40. 


million were incurred in the years 


1962-67, whereas the last two years 
. -have shown profits of only £28 million. 


An appreciable. number, of under- 
writers are putting part of this: year’s 
profits to special reserve. Only income 
tax is paid on these profits (not surtax); 


but this reserve must be used first 


August 31st, 1972". 


this. year. onwards, in view of the 
intense ` competition from, overseas 


following the better experience of 


recent: years. In many sectors, under- 
writers are prepared to.. Jose business 


rather than write it at what they 


consider to: be uneconomic rates. 


Rolls-Royce Settlement 
eege 


NSECURED creditors ee Rolls- 
Royce Ltd, whose claims exceed 
£130 million, will. now have to wait 
until some time in 1973 to discover how 
much, if anything, they can expect to 


met in the future.. 
Overall 


over £52 million for the 1969 under- 
_ writing year, which was. closed at the 
end of 1971. 
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Blinding with 
Science 


by An — Accountant 
AVING worried for some months over. the inactive - 
inefficiency of my sluggish departmental accountant, I 


finally went to Prinny to discuss the pros and cons of 
“drastic action. The personnel director was unfortunately 


up to his fat neck in a.suddenly. sparked-off crisis in’ our 
packing department, so he asked me in harassed style to 


i talk over my problem with his bright new assistant: 


. I don't take kindly to being passed arbitrarily down the - 
Jineto juniors, so T said distantly ‘some other time, perhaps’, 


..and made to depart. Prinny, remorseful; urged me to agree. 
' His chap needed some. practical stuff to get his teeth into 


after his months of training courses, he said; surely Pd- 


help him to gain experience and develop judgement and so 


on; after all, we'd all been young once. 
Personel staff are hot-house flowers when young, A 


, young accountant, for example, arrives qualified or trained 


and settles down promptly to work. The personnel charac- 


union negotiating skills; and staff salary. structures, before 


he's any use at all. Afterwards he tours around seeing if his 
_ opposite numbers.in other firms think what he thinks, and 


if not why not, in the intérvals:of dteamily drawing graphs 
of cost-of-living indices compared with salary increases. 
EE this EES bright star came to me with his 


Le 


-— 


when underwriting losses have, to. be 


profitability . for . des 
„writers could be on the decline from 


receive beyond the payment of sop 
-in the £ already promised. In the 
face of .strong répresentations from 
the joint liquidators — Sir William 
 Slimmings, C.B.E, CA, Mr E. R. 


d 





mU T done PEN — the D.A.s private file, so I 


launched out into my black record of past history. Remedial 
action had become necessary; should it be rotation, 
demotion, "pressure -to get out, or what: His suggestions 
would be welcomed. - 

‘The star listened iint udis but'I quickly became 
conscious of his thin veneer of expertise. When I said that 
the D.A. showed negative on initiative, he said keenly: 
‘Ah, you feel he's short of initiative?’ If I referred to the 


culprit’s annoying unpunctuality, he said, "Him, so you 


find his bad time-keeping annoying?’ At ‘other times he 


d interjected’ ‘that’s interesting, that’s very interesting’, and 


made notes in a ‘tiny. pocket pad. All he lacked was a: 
psychiatrist’ s couch. | 
Finally I asked him how he.saw the difficulty. He said it 
was complex, more complex than he’d anticipated; there 
were some unusual angles. Had I considered, for example, 
the possible effects on the other accounts department staff? 
I told him I couldn't consider the effects until we'd 
decided on our course of action. He agreed hastily and Sat 


` brooding and pursing his lips. PUE SA 


When I hinted at some constructive suggestion he 
wondered whether we'd really got the whole story. There 
was clearly a communications difficulty, a lack. of rapport: 
noticeable; possibly.a man-to-man chat, all cards on the 


' table, no punches pulléd, would dear the, air. The D.A. 


might perhaps contribute something novel and valuable. 
, With a faint feeling of coming under gunfire from an ally, 


I showed him my memos of two such talks already held. 


He asked if drastic action would be a traumatic shock to the 


. D.A.; F asked what action had he in mind. He said. he'd 


have to think it over; our talk had been most valuable; 
there were ‘significant’ undertones. Remember,. demotion 
would be: taken as fighting talk by our trigger-happy 


"sales staff; repercussions: could escalate into a national 


crisis; thrones might.topple, heads might roll. 
Personally I prefer TM s blunt reactions. `, 


- 


re . h 
odd i s E 
` 


Nicholson: F. C.A., and Mr k D 


"Wickenden, F.C.A. — Mr W. E. Parker, 
the assessor appointed E 


C.B.E., F.C.A,, 
by the Government to resolve the 
competing claims of the new cómpany, 
Rolls- Royce (1971) Ltd, and creditors’ 
representatives, last week. agreed to 
a postponement of the first hearing 
from the originally agreed date. of 
November 14th to January 8th, 1973. 

This. na was requested 


x Enormous Response for 
8 Tenth International Congress ` 


` 


N this; the Hist occasion that a 
world-wide congress-of the ac- 


countancy profession has been held. 


in the Southern Hemisphere, Sydney 


will be host from October 14th to 
21st to an. audience of over 6,000 - 


drawn from 76 countries; representing 
.delegates to the 'l'enth International 


. Congress and members of their fami- 
lies. The Congress, under the presi- ' 


dency of Sir Ronald Irish, 0.8.£. 


The Institute of Chartered Account- 
ants of Australia and The Australian 
Society of Accountants, 
made E efforts. to ensure its 
SUCCESS. - — 


H 


Change of venue 


'The enormous attendance ie un- - 
fortunately, swamped the facilities 


‘available at the Sydney Opera House, 
whose concert hall was to have been 
‘used as the: venue for plenary ses- 
Sions, including the formal opening 
and closing of the Congress and the 
ladies” symposium on October 18th. 
These sessions will now be held in the 
auditorium of the Hordern Pavilion of 
‘the Royal Agricultural Society, which 


affords a Seating capacity in excess of 


5,000 in “a colourful and comfortable 
setting’, together with all other neces- 
_Sary facilities, including ample parking 
space and transport. 
Mr Peter Davidson, F.C.A.(AUST.), 


of the firm’ of Spry, Walker | & Co, 


Sydney, has been appointed Chairman 


of the Congress Committee, following 
. the sudden, death earlier this year en 
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F.C.A.(AUST.), is jointly sponsored by 


who have. 
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` by Rolls- Royce (1971): on the ground | 


that their leading counsel, Mr Sydney 


Templeman, has meanwhile been ap-. 
pointed a judge of the High Court. 


The gulf between the parties, in 
terms of, money, is a very wide one, 
and turns principally. upon the value 


.. to be attributed to the old company's 


aero-engine' assets which, af the time 
of the Rolls-Royce (1971) take-over; 


"hada book value of approximately £150 


t - H 


Mr C. W. Andeen ( The mom 
May 4th). Mr Davidson is succeeded - 
. Mitchell & Co). 


as Vice- Chairman of the Committee by 
Mr: Geoffrey H. Peterson, F.A.S.A., 


executive director of W. D. Scott & 


Co:(Pty) Ltd. 


The Congress theme, as SE 


reported in The Accountant, will be 


‘Financial measurement and com- ' 


munication’. Mr D.: D. Rae Smith, 
M.A., F.C.A., of the 
office of Deloitte & Co, is to present 
one of the six international papers, 


entitled “Principles and Problems in 


Consolidation’; the other titles will be 
eee ment of Periodic Financial 
Results’, by Mr Dudley Stewart 


(Canada); “Bases of Accounting other 
by Drs W.. 


than Historical Cost’, 
van Bruinessen (Netherlands); ‘The 
Audit Report’, by. Mr J. B. Studdy 
(Australia) ; ‘Information for Pro- 
prietors and Others’, by Mr Robert M. 


. Trueblood (USA); and.'Information 


for Management, by Dr K. F. von der 
Tann (Germany). 
‘In addition to the international 


papers, to be circulated in advance of * 


the Congress, national papers on each 


subject are being submitted by eight 


other authors, and will be ávailable at 
the Congress A full list of contributors 
of papers is reproduced on page 254, 


and includes, from the United King- 


dom, Messrs F. E. Bleasdale, A.C.C.A. 


. (Treasurer, Esso Petroleum Co Ltd); 
C. I. Brown, F.c.a. (Price Waterhouse ` 
CAL - 


& Co); C. F. Sleigh, T.D., 


(Thornton Baker &. Co); Gg ‘TL. 


isi C.A. ( Thomson e 


` 


London. 


-plenary 


mo The new company is under- 


stood to have’ made an offer of £60 St 


million for these assets, whereas the 
liquidators of the: old company are 


` seeking ‘more than: twice that sum.: 
The remaining assets inthe- r raj 
Rolls- < 


tors’ hands; including the 
Royce shareholding in British Aircraft 
Corporation and the motor-car: di- 


“53... 


EET 


> 
- 


vision, are not expected to produce EA 


more than £25 million. 


& Co), and A. W. Howitt, M.A., F.C.A., 
F.C.M.A., J.DIP.M.A.. (Peat, Marwick, 


Study groups, each of approximately 


15 members under the leadership of a 


distinguished accountant, have been 


organized to allow participants the ^ 
opportunity of considering their choice ` 


of three of the six international papers. 


Group: periods will. be of two hours’ 


duration, after which the conclusions 


and recommendations forthcoming will ` 


be communicated in writing to the. 


international authors and commen- 
tators of the paper being discussed. At 
sessions, the 
commentators will present a summary 
of the views expressed on each paper, 
and the author will reply; there will 


Congress club ME" 
The Congress registration centre 





Sir Ronáld.lrish, Congréss President ; 


`< 


International ` 


be no discussion from the floor at ` 
. plenary sessions. 


"i 
4 


will be open at 55 Macquarie Street, 

















S ub will fum pen, in 
Zoom of the Wentworth 

y, from October 14th 
ties s offered at the QR | 






ost on service ee. | 








ongress programme | 
full Congress programme, out- 


ed briefly in The Accountant for. is of | “(hk ft Ce At) : M D. n R E Sr ith; M. Y 
Ben di 1 SE T . £ i CH c^ u o o papers e o Kë r ae mn T tdv j 
ebruary 3rd, will be as follows: Ç Bleasdale, AC. CA; Mr c. 1 Brown, F.C.A. 

urday, October 14th: | 






















































































ewish service at the Great Synagogue. INTER NATIONAL INTER NATIONAL NATIONAL a 
sunday, October 15th: os E E SE "T SS 
S ar v" [he ascertainment r R. D. Stewart r H. M. Titter Mir E. Beekman. (Netherland: 
. Roman Catholic service at St Mary's | f periodic financial ` ` (Canada) . (New Zealand) Mr F. E. Bleasdale (UK) ` 
Cathedral; Protestant service at Št jesus, — ae cas | : Prof. E. C. Bomeli (USA) - 
Andrew's Cathedral. —— . É | | VON . Mr A. Castilla, P. (Chile)  - 
P | | Mr Jong Hyeon Huh (Korea) 
Monday, October 16th: (508 o. Mr O. Koefoed (Denmark) 
'resident's reception at the Sydney : e i "^ Mri A. A. Vassie (Australia) 
Art Gallery, 6.30-9.30 p.m. | = | a 
S Ti d Octob 2? Basesofaccounting drs W. van Mr F. S. Somekh ` Prof. N. M. Bedford (uga D 
SC EN, ctober 17th: other than historical Bruinessen (Israel)  MrC.I. Brown (UK) ed 
c Official opening ceremony at the cost (Netherlands) Mr J. da Costa Boucinhas ` 
_ Congress Centre, ro a.m.-12 noon. (Brazil) i Vo 
. Luncheon, 12.30-2 p.m. Prof. T. R. Johnston M 
First stud 3 P. : = Prof. E. Kilgus (Switzerland) ` 
_ First study group session, 2.30-4.30 Mr R. Pirolli (France) | 
= Pin. | Dr F. F. Saba (Lebanon) 
_ Formal dinner (members only), 6.30- Mr M. Sihto (Finland) SE 
* Dian qu M h ladi l Principles and prob- Mr D. D. Rae Smith MrR. Mazars ` Mr J.. M. Hilliard (Australia) ` = 
oe RET ana fashion SHOW ( adies only), lems in consolida- (UK) (France) Mr R. B. Jacob (Philippines) D 
66.30-10.30 p.m. tion Joint papar J Mr D. McKenna (S. Africa) — 
Mr W. G. Thorby (S; Africa) ` 
U Wednesday, October 18th: Nir R. Trevino M. (Mexico) 
Second study group session, 10 a.m.- ` | | drs D. G. van Til (Netherlan 
2 noon. | Mr F. T. Weston (USA 
adies’ symposium, 10 a.m.-12 noon. S € : | | | 
s ommunication RS Se E 
Ep 1230) op The audit report. Mr J. B. Studdy Mr R. M. Mora Mr F. Alam (Pakistan) 
“irst plenary session, 2.30-4.30 pm. — (Australia) (Mexico) Mr W. D. Bramwell (S. Afri 
Orchestral concert or theatre evening, | | I | m Mr B. Fridman (Sweden) 
=10. 30 p.m. | Mr K. Iwamura (Japan) : 
ER | i Mr P. H. Lyons: (Canada) 
; ursday, October 19th: Mr J. L. Roth (USA) ` | 
urd study group session, 10 a.m.— 2 5 E | Mr C. F. Sleigh (UK) ` 


noon. 


icheon, peg JD s Information for pro- Mr R. M. Trueblood Dr J. A.Malenoski Mr F, Angleys (France 
ond plenary session, 2.30-4.30 P.M. prietors and others. (USA) . A Benezet. Mr G. K. s 
yening dinner in private homes, by : (Argentina) | 





Dr S. Weirich Caman, 


mg plenary s session, Io a.m.-12. 
: sn Jio n eli breakfast and 





Information for Dr Krafft Frhr v. d. Mr R. L. Parsa 
management, Tann-R (Germany) ` (Philippines) 








E rd G. Moller Ven 
Ë i e R. Së Pascoe A 








tre 2.30- 4 30 p. m. 
i SES 8 p.m.-1 a.m. 


October. 21si: | 
Ç nm Beach, 2-5 p. m. 











^ the Congress, with simultaneous 


into French, German, Spanish and 
Japanese. 


Social events 


In addition to the technical pro- 
gramme, a: variety of social events 
has been arranged, including a sym- 
phony concert or theatre outing, an 
art competition to be judged by Sir 
Erik Langker, K.sT.]., O.B.E., (President 
of the Royal Art Society of New 
South Wales) a surf carnival, and 


evening dinner in private homes, by 


arrangement. The ladies' programme 
includes a fashion show at the Round- 
house of the 
South Wales, a symposium on 
"Woman's. Role in the Developing 
World” — at which Lady Gore-Booth, 
a much-travelled international per- 
sonality and. wife of the former Dean 
of the Diplomatic Service, will be 
the. principal speaker, an informal 
luncheon and a champagne breakfast. 


Congress stamp | 
In recognition of the significance 
of the Congress to Australia, a special 
postage. stamp issue has been ap- 
proved by the Commonwealth Post- 
master-General, Sir Alan Hulme. 


Book of proceedings. 
The Congress “Book of Proceedings’ 


which is to be published after the - 


Congress will, it is anticipated, become 
an important source of reference 
on current accounting. "thought 
throughout the world and a positive 
contribution to the literature of ac- 


countancy. It will contain all the 


international papers and commen- 


taries, together with a summary of all. 
important points arising from study 


group discussions and plenary sessions. 


A companion volume of the national 


papers is also being produced. ` 
These two volumes will be sup- 
plied free of charge to all Congress 


participants and will also be available ` 
to other interested parties at $Ar5. | 
for the set ($A12 for orders placed. ` 
vand paid for by October 31st). Orders,  - 
accompanied by the appropriate re---- 


mittance, should be sent to the 


Executive Officer of the Congress ` 


secretariat at 16 Bridge Street, Sydney 
2000, N.S.W. 


— English vill be the official language 


University of New. 


"DELEGATIONS FROM GREAT 


interpretation of the plenary sessions - 








Official delegations representing. the ` Vr E 
profession in Great Britain and: the amó 


Irish Republic will include: ñ 





The Institute of Chartered ` 


Accountants in England and 
Wales 


Mr D. S. Morpeth, en. B. KS 
F.C.A. (President) and Mrs Morpeth. 


Mr E. K. Wright, M.A., F.C.A. (Deputy 
President) and Mrs Wright. — 


Mr J. P. Hough, F.C.A., 
(Secretary) and Mrs Hough. 

Sir Henry Benson, G.B.E., F.C. A. (Chair- 
man, Overseas Relations Committee) 
and Lady Benson. x 

Mr P. Carrel, C.M.G., OBE, B.A, 
(Secretary, Overseas Relations Com- 
mittee) and Mrs Carrel. 

Mr D. D. Rae Smith, M.C., MA. 


FICA, (international author) and Mrs 
Rae Smith. SE . 


M.B.C.S. 


` Mr C L- Biown; F.G.A. (national X 


author) and Mrs Brown. 


The Institute of Chartered. 
Accountants of Scotland ` 


Mr A. I. Mackenzie, B.A., C. D (Presi- 
dent) and Mrs Mackenzie. ` 


Mr W. N. K. M. Crawford, VRD. ; x 
| Mr E. A. Lediard Smith, FOCUS 


CA. H ergeet 


and Mrs 
Crawford. | 


i The onc of Chartered. 
E Accountants in. Ireland 


Mr Niall Crowley, F.C.A. (Immediate Past- 
Mr D. P. Flinn, B. COMM., F.C.A., and Mrs 3 
| Mr RI Doneven. RA. B. COMM., 


x The Association of Certified 
Accountants ` 


— Mr A W. Nelson. EECA, 


The Hordern Pavilion — venue of the plenary sessions. 

































ù in and Mrs "ec 


Mr C. H. Nicholson, FICA. (President), Á 
and Mrs Nicholson. E 


President), and Mrs Crowley. 


Mr G. P. Dempsey, B.A., F.C.A., and E 5 
Dempsey. 3 


Flinn: © 


Mr R. F. Hussey, B.E. (Directo), and Mrs 
> Hussey. : 


FC. 
( Secretary) dou 


PLL 
- (President) and Mrs Nelson. | E 
Mr T. O. W. Newman, F.C.C.A. 
(Vice-President) and Mrs Newman. — 
Mr. R. P. Crout, F.C.C.A., FCIS. - 
- (Immediate Past- President) and Mrs. x 
Crout. a 


( Past- President). 












Ir J. P. "ds .F.G.C.A. (Past- E 
President) and Mrs Landau. là 
Ir H. Hill r.c.c.4. (Member of 
2 ouncil) and. Mrs Hill. 
&. C. Peters, F.C.C.A. (Member of 
ouncil) and Mrs Peters. 

F; E. Bleasdale, A.C,C.A. (national 


. hor). 








































ie nstitute of Cost and 
anagement Accountants 

r A. W. Howitt, M.A., F.CA, ? 
CF.C.M.A., J.DIP.M.A. (President) and -— 
i Mrs Howitt. 

- Mr S. E. Woods, F.C.C.A., F.C.M.A,,- 

| ECIS. (Past-President) and Mrs ` 
s. Woods. 

. Mr M. Walters, C.B.E. (Secretary) and 
— Mrs Walters. 

x Mr T. DEGENHARDT, 
— (Deputy Secretary). 











M.A., FECAS: 


c The Institute of Municipal 

o Treasurers and Aceountants ` 

- Mr W. Bowdell, B.sc.(ECON.), F.L.M.T.A. 
| Prenden) and Mrs Bowdell. 


. P papers (eft. to Hohl: Mr A. W. Howitt, M. A. E C. A. F. c. M. A. ER Dip. M. A 
President of The Institute of Cost and Management Accountants; Mr J. L. Kirkpatrick, € A 
Mr C; F. Sleigh, T.D., CA | 


Professional press 


Full coverage of the programme is 
planned for The Accountant, whose 
. Editor-in- Chief, Mr Percy F. Hughes, 
and Editor, Mr Arthur E. Webb, are 
attending the Congress. 



















resentatives of the professional press. 
from the United Kingdom will include 
Mr Victor McDougall, Editor-in-Chief 
of The Accountants’ Magazine, Mr. 
Geoffrey Holmes, F.C.a., Editor of 
Accountancy, and Mr Robert Bell, 


Other rep- Editor of The Certified Accountant. 








Current Law 





- Contract: Performance 

AYMENT under a lump-sum contract, it has been affirmed 
(dd by the Court of Appeal, is not due unless there has been 
substantial performance’ of the contract obligation. 
*5 B agreed to install a central heating and hot water system in 
Mis house for a price of £560. The work was defective, and M 
refused to pay, alleging that the system did not heat adequately 
“and gave off fumes. The county court judge before whom the 
-matter originally came found for B, less a sum of £174 for 
making good the defects, and. M appealed. 














relation to lump-sum contracts was that, unless the contracting 
-party had performed the whole of his contract, he could not 
recover anything. This rule, the Court of Appeal decided, had 
“to be read in the light of more recent cases; quantum was not 
the only test, and the decision must depend to some extent 


he house adequately, and also gave off fumes, it was impossible 
say that there had been 'substantial performance’ of the 
yntract ` Bs case therefore failed, and M’s appeal gegen be 
allowed. - 

lton v. Mahadeva SR 16 Sol. J $64). 





The old rule (Cutter v. Powell (1795) 6 Term Rep. 320) in 


on the nature of the defects. Where a heating system failed to heat 


Promissory Note in Foreign Currency 


HE guarantor of a promissory note dated April 25th, 1967, 
for payment of a certain sum in American dollars, by 
instalments and with interest on the unpaid balance, died on. 
August 13th, 1967. The note provided that in default of prompt 
payment of any instalment, the entire sum with interest to the 
date of payment should become immediately payable. Default. 
occurred when the first instalment fell due on October 25th, | 
1967; the promisor (a limited company) subsequently went into. 
liquidation, and the holder of the note proved 1n the liquidation 
on March 18th, 1969. An originating summons for administra- 
tion of the deceased's estate was taken out on October 16th, 
1969, and an administration order. made on November: iyt x 
196 | 
The deceased's personal ETE es Na sought the 
directions of the Court as to which of the several potentially 
relevant dates, having regard to construction of the note, the 
guarantee and the Exchange Control Act 1947, should be take 
for conversion of the sum due in US dollars - the date 
default, the date of the originating summons, the date o 
holders proof, the date of any relevant exchange: 
permission, or any other and if so what date. They furth: 
whether the debt should carry interest after October 25th, 1967. 
In the Chancery Division, Megarry, J, held that the adminis- 
tration of estates fell into a special category; a debt expressed in 
sterling and proved against the estate should be fixed in amount. 
from the outset, and should not be dependent on subsequent. 
exchange fluctuations. The right date to take for this purpose 











was November 17th, 1969, the date of the administration order. 


Further, the interest payments due from the estate retained 


their. character. of interest because the deceased had uncon- 
ditionally guaranteed prompt payment of ' ‘principal and i interest’ Ñ 


as and when due, S 
In re Hawkins, deceased; Hawkins v. Hawkins and another 


de Sol. d de c 
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or. - Helping with School Fees 


During the past few years,. there has Deen a sharp increase in the cost of educating a child - 
privately.. a ‘looks as though the increases in fees will continue in the-future, since they are - ` 
| so o closely linked with the general cost of MAE | 


zg 


TE stage has been reached where preparatory and 
public ‘school education for a boy at school can cost 
his father £6,000 and possibly more. If he has two sons 


at school. together, the fees and other expenses could ` 


absorb. £2,000 a year of his gross income — more for a 
` surtax payer. 

A survey found that ouis 4 per cent of parents with: two 
or more children at school together manage to pay for their 
fees out of current income. For the rest, some form of 
Planning i is necessary. 


Life assurance TS 


Fortunately,. there are a. number of e for tackling 
this particular problem. "In many cases, they are linked 


in one way or another to life assurance. It is important, . 


however, that any action in connection with school-fees 
should be taken as early as possible, if the best value for 
money is:to be obtained. For instance, the statutory relief 


of income tax.in respect of life assurance premiums can 


be claimed where payments are made in advance. On the 
other hand, should it be necessary to borrow. funds to meet 
fees due at once, interest will have to be paid. . 

_ Ideally, a substantial with-profit endowment policy 
should be taken óut at the birth of a child, so that it matures 
when the child is due to go to school. In practice, there 
are difficulties over this. For instance; to be a ‘qualifying’ 
policy, and, thus to have the normal tax advantages of life 


assurance, a policy must be taken out for a minimum: 


period of ten years. If a child will be going to a preparatory 
-school at, say, the age of 8, this method .could be unsatis- 
factory. Ín any event, it is. ‘unlikely that it will be possible 
to. meet the premiums due over the comparatively short 
period before a child goes to school. 

- A better arrangement ih the normal course of events is 
for a policy to be taken out at as early'a stage as-possible, 
to run until the child is düe to leave school. Over the period, 
' therefore, the value of the policy will build up. 

So.as to secure the fees when needed, the procedure 1 in 
the past was to borrow against the surrender value of the 
policy. In’this’ way, fees were made available, and interest 
was charged on the amount of the loan. The loans were 
repaid on maturity of the policy. This; however, was not 
‘a particularly satisfactory Ee when the interest 
‘had to be paid from net income. 

Often, if a policy is arranged on dis basis, it is 
best to surrender attaching bonuses to meet the fees; 
there is no tax payable: when bonuses: are surrendered i in 
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this way. Nevertheless, the bonuses will not be paid at. 
their full face value, because virtually all bonuses declared. 
by life offices aré on a reversionary basis. The’ full face 


value is. payable only when the policy becomes a claim - 
whether through death or maturity. For sanly surrender, 
the bonuses are discounted. 


In.recent years, many insurance companies have in- 


creased. the rates of interest used for discounting purposes; 
thereby making this method somewhat less attractive. 


On the other hand, many rates of bonus have increased ` 


and it is encouraging that life offices are still taking. a 


cautious line and anticipate that they will be able to main- 
tain the higher rates which they have declared. 
If the surrender of bonuses is not sufficient to. meet the 


fees, it may be necessary to borrow the remainder against. 


the security of the surrender value of the policy. 


Premature death 
A point which needs to be ease is that, although the 


best; value for money will be obtained by taking a with- - 


` profit policy, there is the drawback that, in the early years, 
the sum assured payable on death may be comparatively , 
low — and insufficient to meet the fees. So as to provide ` 
. protection in the event of prematüre death, it is sensible . 
for decreasing term assurance to be arranged, to cover ` 


the difference between the sum assured payable on death 
and, say, the estimated maturity value of the policy. As an 


alternative, it may be decided to take one of the newer _ 


forms of policy issued by some offices, where this type of 


cover is incorporated in the basic contract. In this case, the 
“minimum, amount payable on: death. will be the basic 


sum assured plus 80 per cent of the estimated bonuses 


to maturity, on the.assumption that the present rate of 


bonus will be maintained. : 


Tf it has not been: possible to put aside any funds in 
_ advance, for. school fees, with the result that they are . 
required . “instantly” ; here are various schemes. EE | 


loans can be obtained.. | 
‘Normally, a loan of this type is repaid by means of an 


endowment policy, which will mature, some years after. 
‘the child has left school. Unfortunately, in many „cases; 


x 
- 


insurance companies insist on non-profit policies being S 


-taken out for. this purpose. It is no secret that insurers 


want to sell more -non-profit business, since it, is one. of 


the chief sources óf profit payable in the form of bonuses 
to with-profit policy-holders. During the past few years, ` 
with-profit policies have been particularly popular, and: 
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“most Offices are anxious to` irictease , heit oS 


. business so as to. balance their portfolios. In one or two 


- cases;. however, unit-linked policies can be arranged - to ' 


. repay loans taken for school fees. 


Sometimes it is possible to put aside a capital sum. in: 


. advance for school fees. There are various. methods which 


- can bé adopted by taking a number: of single premium ` 


bonds, due to mature in succeeding years. A point which 
‘needs to be watched in this connection is that, for a surtax 
. páyet,, there will be a liability.to surtax on the gain, ie. 
` the difference between the original purchase price and the 
amount of cash taken. Naturally, since the gain will be’ 
greater. over the longer period, there. will be an increasing 
. liability to surtax each year if this method is adopted. 
) Many. public schools have their. own schemes for the 
. prepayment of school fees, and generally a worth-while 
taX-free discount can. be obtained by paying in advance i in 
A this cd | 


A: 


Flexibility of choice 

«For anyone who is uncertain in advance about the school 
to which a child may’go, a unique scheme i is run by the 
School Fees Insurance Agency Ltd. This has considerable 
flexibility, since it can be used for all schools to which 
"payment of fees may be made in sterling without exchange 


' control permission. The trustees need to know which: 


school has been chosen only a month before. the first term’ S 
fees are due to be paid. á | 
This scheme is particularly suitable for E 


children, since -arrangements can: be made so: that the 
capital sum will be free from estate’ duty from the moment 


it' is paid over; according to the present practice of the: 


Estate Duty Office. F - 


So long as the settlor forgoes. his - rights to ask for the. 


surrender of the payment, no estate duty will. be levied 
` onthe capital sum ónce it has been paid over, irrespective 
of how soon afterwards the settlor may die. This principle, 
-however, does not apply when a payment is made from a: 
settlement: There will not necessarily be a saving of estate 
duty in the event of the death of the original settlor of the 


settlement: Nevertheless, there is the advantage that such ' 


' a payment results in a reduction of taxable income. . 

It has been suggested on occasions that, since there are a 
number of'eventualities in the course of which the money 
will come back to the settlor, the agreement ‘could be 
constituted as providing a retained interest for the donor. 
In fact, the- Estate Duty Office lias made it clear that, in 
practice, the value at the settlor's death of any sums which 
might. subsequently accrue to. his estaté in this way would 
be treated as. negligible for duty purposes... 

- "The mechanics of this scheme are that the trustees use 
the capital sum to purchase an annuity-certain policy from 
' an insurance company. This policy is offered to the school, 
- which can.recover the income tax. ‘The termly instalments, - 
Which are guaranteed in advance, are paid by: the t trustees 
direct to the school of the pau S choice. 


e 


. Employers’ schemes yn AIME. 
Other schemes are also available to enable eimplüyérs to help 
. selected executives with. the cost: of meeting school fees. 
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“All schemes include life assurance cover, so as to meet the 

situation "which . frequently: arises where the agency is 
asked to- advisé. an employer on the best. -way of meeting 
‘the moral obligation to help the widow of an executive to 
meet the cost of her children's school fees. 

In the past, various schemes. have been designed on the - 
basis of instituting discretionary trusts, with the intention 
of recovering income tax paid at source on the funds. 
Schemes of this nature attract the attention of the Com- 
.missioners. of Inland Revenue, and several have been the ` 
subject of dispute in the High Court. It appears that, 
although. individual schémes rnay be legally permissible at 
| present, they- cannot be regarded as a reliable method. ` 

One quite straightforward method is for.an employer 
to advance to a selected executive a, capital sum which is 

„paid by him to'the trustees of the scheme already men- 
tioned. This will provide guaranteed termly instalments 
'while the child is at school.- 

To repay the loan, the executive arranges an endowment 


assurance policy on his own life. “This. 1s assigned to, the 
. employer, and the employee's responsible for the premiums.” 


Arranged on a. with-profit. basis, the policy is designed to 
produce. at maturity a sum which will be sufficient to 
repay the capital loan. Nevertheless, so as to provide a 
margin of safety against a future fall of profits, the size 
of the policy:is calculated on. the ássumption that bonusés 
will remain at an average rate of ro per cent lower than 
those at present declared..As a result, there may. be a 
surplus at maturity,- which will be paid to the executive. 


.. Attached to this policy, there will be a decreasing assurance - 
to pay for all or part of the education of their grand- 


benefit of sufficient amount to, replace, int the event of 
the employee's. death, any profits remaining to be earned 
so,as to repay tlie loan i in-full to the employer. "This ad- 


ditional benefit also has the practical effect of, enabling an 
| executive to obtain maximum relief of income tax on the 


premiums for shorter term policies. 
This scheme is particularly, flexible, since it can be used 


. for an employee whose child has just been born, or. for 


someone whose Child is due to go to his public school in 
the very. near future, or is-already at school, provided the 
‘employer will accept repayment of the loan after the,child ` 
has left school. If necessary, ; this arrangement can take into ` 
account: any provisión for SE Ge made by the 
executive. j 


Ki 


Withdrawal. 


An executive for whom these arrangements are made: may 
withdraw from thé scheme at any time and, naturally; may 


- be required to do so if he changés his employment. In this 


event, he has the option of répaying the loan, in which case 
the full school fees still will be available, and the endowment - 
policy will De released to”. him. Otherwise, the employer 


- will ask the trustees to surrender the annuity certain policy 


and to repay the money to him. The endowment policy 
would then be released to the employee. 

If the employer institutës à capital fund from which 
such loans’ are’made, or if a suitable fund (e.g. a provident 
fund) already exists, the,money will bécome available in: 
due course for another employee, and the scheme can be 
self-supporting. 

It is. that method which usually achieves maximum l 


effect; pormi in total saving and i in reduction of the execu- 
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tive's outlay s s income. On the other hand, an employer 


can make annual loans to an executive under the same. 


conditions. In-this case, the cost to the employer is spread 


over a greater number of years. As.a/result, the total cost | 


both to employer and employee is greater. The cost to the 
employer can be spread only until the time of starting 
school, whereas the cost to the executive may be spread 
until the date when the child will leave school. 

The method of repaying the loan by the executive and 


the terms, for withdrawal from the scheme are exactly: 


the same as where the loan is a single capital sum. 

A third method of helping exécutives which is ayailable 
- has the advantage that it enables an executive to meet an 
immediate school fees commitment, at a low annual cost, 
- with no financial outlay by the employer. 


| Guaranteed loans scheme 


Under this arrangement, the executive arranges a non- 
profit endowment assurance policy which will provide the 
fees which are required. As they will be needed straight 
away, the insurance company will advance fees in termly 
instalments. ‘These loans, however, will be subject to a 
guarantee given by the employer that, should the policy 
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be surrendered, the. employer will make good the darna 
between the. surrender value and the total amount owing : 
to the insurance company. It is a stipulation that interest ` 


on loans "must be paid by the executive as it arises; it 
must not be accumulated as a further loan against the 


policy. 
Should the executive de there would be no further 


premiums to be paid and the employer's liability under the- 
guarantee would be discharged. The. benefits under the 


, policy would be available for the executive's children, as 


planned. 

Should the executive change his pedites while 
premiums are still being paid, the policy would ‘be sur- 
rendered and the executive would be called upon to pay 
the insurance company the sum outstanding. Failing that, 
the employer's guarantee would operate. 

This scheme is likely to be of the greatest value where. 
fees have to be met'in the immediate future and where an 
employer is not in a position, or does not wish, to.-offer 
financial assistance by direct cash aid. It should be added ` 
that the insurance company will operate this scheme only 


- for public limited liability companies, or private limited 


companies of long-standing and proven status. .- 


£ 
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Conducting Professional 


by W. M. ALLEN, T.D., B.A., LL.B., Sender to the Examination Camies: : 


Examinations. 


$m "P MN | . The Institute of Chartered Accountants i in England and Wales 


LMOST twenty years, ago, .at the r954 Oxford Summer 


Course, Mr Alan S. MacIver, C.B:E., M.C., B.A., then Secretary 
of the English Institute, presented an address entitled: “The Work 
of the Institute'. In tlie course of that address he devoted r3 


paragraphs to examinations and to the work of the Examination ` 


Committee. After this lapse of.time, it may be appropriate for 
this information to be brought up to date. 

^In 1950, according to Mr Maclver, 'the huge peak of 4,926 
[candidates] was reached’, Though this figure was swollen by 
exceptional post-war conditions, it has been totally eclipsed 
in more recent years, for which the figures are: 


Total 


Intermediate I Final | 
moer  _ 2,403 1,822 4,228. 
| 1960. ^ 4,184 ^ 2,992 7,176 
P > parl `. Part I | 
1905. . -6,059. + 2,412 . 4,339 13,410 
1970 ' 4775 ie _ 5693 ` 16875 
. 1971 5,017 6,628 6,123 17,768 ' 


Where does it end?: The examinations staff of the TN 
would like to know. Directly engaged in the work is one Under- 
M | ES di "and 

z Ld ^ í 


f 
Secretary (with other responsibilities than examinations), one 


senior and one other clerk, with four clerical/typing assistants. ~ 


It can hardly be alleged that there is substantial over-stafbng 
in this department! 


With examinations formerly held in May and November | 


only, there were two peak periods of activity on two occasions 


in each year - one at the time of handling entry forms and.. 
making preparations for holding the examinations, the other ' 
‘when dealing with results. With examinations now taking place 


_in March, May, September and November the old pattern of ` 


Ke 


‘peaks and troughs’ of work has long since disappeared. 


Time to breath | PE 


This reference should not be misunderstood. "Troughs' never 


meant that there was nothing to do; this was the time when, in - 
August at least, it was possible for the staff to breathe and to ` 
. contemplate a holiday. Today the organization of staff holidays 


has become an integral part of the organization of examinations. ' 


—there' are only limited occasions in the course of each year 


when holidays can be taken. 
In recent years, examination entry forms have been modified 


‘substantially i in order to/reduce the amount.of.work undertaken. 
by the staff. Nevertheless, they have to be scrutinized thoroughly 


Nor 
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Somè candidates; s s didi new. érrors db: make at ar 
UM examination “when subinitting forms, ; en that theré'i is "always a 


F 


Co “: Space left on the standard reply in: Order" to insert somie hitherto, 1 


. unthought-of reason: for rejection. Even:so, tlie: staff 1 Is still-left - 
with the’ problem, of teplying' individually, to. many scores. ofi 
oor RE entries.> E : E 
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The rules of eme for? ‘examiriationis. s aré ached ae P 
*and.thëre is no; category of "lateeritrant'; ‘either thé entry form’. ` 
is received by tl the required: date and" time; or it is not, We keep `. 


A < ‘~ open the: letter boxes both at: ‘Moorgate: Place and: City: House ` 


“to allow individual ‘callers up to midnight on. “the-closing date; - 
SY and “reject ‘only those:received after that time; a special noté-is **” 
kept: of envelopes; ‘forms and letters; received after. that time and: 


E 5 date, :so that we ‘apply a uniform-rule. ee 


- Some ‘examining ‘bodiés ‘permit: laté entries-on payrient “of a} 


i fee. T doubt if this helps — there would still remain the - 


=. problem of even:later entries after the. extended’ ‘closing date, 
+. The outstanding advantage of a single fixed date is that it elini- -> 
` «nates the scope for individual discretion-— which só-often means . 
determining whether a'claim is true or. otherwise, or whether [a 
one. 1s. swayed by, one claim Deeg “better. p 


. . propensities than anóther. ~~ ae 


-.'.. + The-Institute’s published: literatufe ES de entiy form itself’. 

x "make. it clear that there is. only. one closing: date. All requests... 

- for forms made within seven days of the closing: "datë ¿are pud 
with a special ; note reminding: the. applicant óf-the-last dày; w 


‘even say on the: form that; if there is any difficulty i in Chain ` 
Che signature of the ‘principal (who: might, be away from. the Se ! 
= ~~, ofge), the Institutes will, accept. the ` signature of | a partner- Or s 


' everi -an- unsigned. ‘certificate, : ,provided. that ‘this vis explained “; 
` when the form i is Tecelyed; and: remedied at. the earliest fpes 
'. dáte--. E ME E A PES 

e During: the. Drs 48. Bou before deadline; we are BEEN 
excessively kind.: Af:a:candidate fails. to appreciate that: lie can: 
usually get. an entry. form locally;- and Writes to the'Institúte Se 


d -it (thus. making. it impossible for us to send him the form añd*- 


~ for him:to, return, 1 ro ug Im time);twe. telephone-his firm ot his: / 
-parents'> ~ Often at ¿ólossal' _expénse-before ‘the’ cheap rate ‘at’ 
12: ‘noon! — to remind" him. that. he:can still beat the deadline í 


SE 
A D 


-he:travels'to London: to complete and deliver a form before the. . 


`. Offieé-i ig closed mr tHe letter-box:i is. pee How ç can onë be: 
` moré reasonable’ and. tolerant? Lus SH SE 


mL A: definite closing. Mate i is essetitial” Af all H sdininitrative ` Ge 


` and clerical-work Ze to” be.cátried dut in: a, reasonable time + 
^ dalculated at’ around: 30 days only, for. thousarids: of candidates — 
A : ‘and. if late; ‘entries ` were. permitted, they. would be- a. Teal Source’: 
ES no one. likes- to: engage in 'cortéspondence $ vit 
+ Principal "where an: element of bad luck : arises.— yer éven this is 
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chairman in the' case. of. the- Intermediate" ‘examination. - "The 


! ¿the papers in:much:i thesame Way as the moderators do but he also ` 
`: has the further: duty ‘of seeiñg that similar questions are not 


asked in: different Papers and that the: ‘papers as a gle are. well 
`. . balanced. + 


D aai and finally. all the | papers are considered by the Board. ` 


Deg 


201 which merely occupies time but does not provide. a further a 


KR 7. 


SE o. exáminej prepares a draft. paper and be it to vale 
“moderator, wo, has, to examine itin detail and: 'see that the paper ` 


ànd contains nothing: that might be regarded à: ge A trap. ` . 

` When. the. moderator and examiner are both satisfied with the 
“paper. itis “submitted ` to the .chairman ‘of the Examination- 
Committee inthe case of the Final, examination and the. vice- 


“chairman, (or. vice-chairman as the. case may bei considers all 


— k 


- Each paper is. ‘then GEN by thé. Steis examiner aud 


of Examiners; which consists ` ‘Of all the examiners and: moder. | 
"ators ‘and. the chairman and: vice-chairman of the: Examination 


Committee. Qe us DOR MI 


2 Sas i 


“Each: ‘examiner 4 is explicitly, instructed: e A 


vs v^ 
= `. 


a) to select ‘questions “which äre edit representative of : 
. the current syllabus for- the: paper; :.- E ee, ro 


0) to set out-as simply: and: clearly as possible both E facts 7 
“andthe questions: or requitements up t to which they; lead; l 


“0. to avoid: ambiguities and traps; and . Me EN ` Y pl P A 


` 


CH to: ‘avoid: giving” candidates ; unnecessary or ‘repetitive, work’ 


test of knowledge. ` E s Vie A T NL 


coses < x ki 
E E » < 





The Béneral pic égramme ‘covering thie: Intetmediate and Firial i 
examinations. may ‘be illustrated, by the. ‘following Sequence of ` 
events; ‘DP indicating f the, date. of: examination: E: ee 


zi 
ud‘ 


(8) Outline of paper. tó be submitted by. | NS 7 E Së | ` 


D + examiner to moderator and. IAM COMME PC NDS 
"br GG e Sx x SS. es Se Es ho as . Befóre (0 below 


“6 Examiner to send draft questions to » — 


: moderators | EU LO D i=] 5 weeks’ 

nu Moderators ` to. send ` Pens to . oe Sech 
NAE. chairman. op to. viċe- -chairman ` Se D ETS ech 

7) Meeting: “of. Board. of? ‘Examiners to TC. SC 

“agree: questions. ú uel Soe ee SE D La: ie 
(0). Examination. held BEEN Ne ES E - =D- day”; 
e FY: Marks sent to Sécretáry | ue , D E 7 weeks 
«90 Examination’ Committee. to ‘consider ` Se Bech 

results" EE de D: A 8 veda 
CAE Results sent do ‘candidates ` Se? 2 A 9 “weeks. * 
56 Publication of pasa] list. Se" Mal D ae p weeks. ` 


+ Se 4? “ - b A S D En M E 
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Ar the. cont ce of Sch: paper, the’ tan didires' o ate sent 
- to the. examiner, "of:to one or: more ‘Of Kis assistants a$. directed. - 


- better than: ‘attempting. to exercise. a- "discretion. which, with: the |" In the past it was the practice: to allow the examiner one: assistant. 


* best will An the world, could not: always operate fairly.” 
o P here is an exáminér” for each papér in the: Tntarniediate. and: 


‘zonly.to each question,.on ‘the. grounds that’ “only, one individual 
¿should mark a particular: question; The increase in the number 


~ Final. examinations.. An examiner. applies to the: Examination. “of candidates makes this virtually: impossible and ‘it is now open” 


, Commhittee.to. approve ‘the’ appointment of. as many: assistants as., 
“appears. réasonable. : ;Nearly- all the” ‘examiners Are “members i Im: 
. practice with the. exception. ‘of the-examiners in: the; law w Papers; ` 
a one of whom is a x practising lawyer and the other á university. don. ;- 
ER ‘For: ‘each paper. there is'also a- moderator; ` ‘Some of: these: are’: 


vto each « examiner to- arrange- that a particular Luc is. marked - 
“by 1 more than-one assistant... `: Poe ee do ee ee 


- 


“Itis "recógnized; that where this obtains there i is an increased ` 
y possibility of. inconsistency and. accordingly-special. instructions 
An this-respect are. issued. ‘These provide fora Variety of: ways ~ 


' members of the- Council; almost all of them have: had. “Previous, > zi ` designed to ‘reduce, the possibility of inconsistency: One of the 
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relevant instructions to-examiners reads:. | Gu . 


SÉ are EN "pp: 
August 31st, 1972 ` 


“K batch of so papers will Se selected as a test run: for» 


establishing the final marking plan. The, examiner will 
commence marking, according to the marking plan, with the 
_ assistant for the particular question alongside. As they go 


` through the candidates’ scripts together, the examiner will 


express his reasons for the treatment accorded in doubtful 
Situations, and notes will be made thereof on the marking ` 
plan if there is any likelihood of similar situations arising on 
other candidates’ scripts. When the examiner decides that 
hé has marked sufficient scripts.to enable him to convey his 
interpretation of thé marking to his assistant, he will then sit 

- alongside his assistant whilst the latter does the marking, also 
© expressing his reasons for the treatment accorded in doubtful 
situations. When the examiner is satisfied that both he and 


his assistant are of like ‘mind, the assistant will continue ` 


marking. by himself. After: completion of the test run of 50 
papers most, if not all of which, will have been subject to the 


joint marking procedure, the assistant will proceed to mark a: 


further 100 scripts by himself. On the completion . of the 
marking of this batch of 100 papers, the.assistant will revert 


to the batch of so forming the test run, and starting at the. 


beginning of that batch, will re- -mark them in the light of his 

-then current marking plan. He will carry on the re-marking 
of scripts until he reaches a position where he-finds that, in 
any sequence of ten scripts, he has not made an altération to 

` any of the marks in excess of one mark, thereby establishing 
with reasonable certainty that: 


(a) the marking plan has beste -a stage where the need 
for later modification is most unlikely; and 


. (b) that the first “150 papers have all been marked con- 
-sistently. 


2 


Thereafter the assistant will SE any unusual matters; i Lë 


giving rise to difficulty in- marking E dE: to the pan, to: 


` the examiner for his consideration." 


Uniform. standard 


A similar method .is -followed by the examiner with each 
assistant for each question ahd: the examiner adopts a similar 


test run procedure for the question(s) he marks himself. The 


main function of the examiner in cases where more than one 
assistant is émployed for marking a particular’ question is to 
co-ordinate the marking of his assistants. For this purpose: 


(a) the. assistant -refers to the examiner any difficulty in 
marking, and the examiner's decision is advised to the 
' assistants concerned with that question; 


(b) the assistants calculate. the average for every batch of so ` 


scripts and advise the examiner of šuch average; 


(c) the examiner maintains a test check of scripts marked, to 
ensure that there -is similarity of standard between 
assistants and with each assistant. > ` 


The examiner is responsible for ensuting that all marks are 
checked before these are sent to the Institute. There ate several 
, Checks laid down in the instructions to examiners and their 
assistants designed to ensure, inter alia, that every question 


“answeréd has received the appropriate mark and tliat nothing has . 


been overlooked in giving the.candidate the correct total. 
. The examiners who mark the scripts do not have the responsi- 
bility of passing-and failing candidates. 'T his is a matter for the 


Examination Committee, which receives a report from the ` 


secretariat showing provisional results ascertained in accordance 
with the standards laid down by that committee. It should be 


recognized that whatever measure is used for passing ahd - 


failing, the good candidate and the bad candidate stand out 
unmistakably. As examining bodies all know, the real problem 
is with the candidate i in: the. middle. > 


$ 


`. 


“ACCOUN TANT ` 


No examiner can claim iat the process of marking i is a precise 


instrument — and with questions of the so-called ‘essay type’: : 


_the danger of imprecision can be greater. The Institute has long 
since recognized this. With the present number of candidates 
it ‘has come_to the conclusion that an individual review of 
papers is not practicable. There are, however, two important 
safeguards: x 


(a) 'The numbers óf candidates q ana that i in 1 every paper 
there are several assistants marking different questions _ 
with’ perhaps, say, five different assistants (supervised by . 
án examiner) marking each candidate's script. It cannot, 
therefore, fairly be claimed that a candidate is E at the” 
whim or fancy of a single marker. 


^y 
Se ` 


(5) Because of the.inherent imprecision of marking; a variety ` ^. 


of concessions has been. built up as a result of long years ` 
of experience, so that with ‘borderline’ candidates, 
apparent cases of injustice could be corrected. In parti- ' 


- cular, candidates who had done poorly in one paper but 


well in the remaining papers could expect ‘compensation’ 

by means of a pre-determined scale, and thus pass the 
‘examination. ‘In recent years, somewhere around 15 per. 
cent. of successful candidates at. each examination have. 
benefited to a lesser or greater extent — and these. ‘border=, 
line candidates! do mot write to the Institute when the 
results are declared! | 


“s 


| Referral 


i 


A systeni of teferral has been dica from 1972 [T he E 


Accountant, August izth; 1971, and April 13th]. Candidates 
should know that this is not designed to make life easier for 
them; it will assist some, but only if they achieve the higher 


. standards which are intended. Referral in a single paper applies 


where a candidate satisfies the examiners in/all papers except . 
one, and where in that paper he has achieved a minimum mark 
below. which referral will not be allowed. There is no automatic 
rule that a candidate has merely to pass in all papers except one: 
and that, however poor the marks in that paper, he has some” 
sort of ‘right’ to take that single paper only on a future occasion. - 
The introduction of a system of referral affects only the 
borderline candidate — in both directions. It must follow that ` 
the system, and the desire of the Institute to raise standards, 
means that there has been a reduction in (though not an aboli- 
tion of) the previous system of concessions; thus a candidate ` 
who might previously have expected to pass by way of a very . 
generous concession may well be required to re-sit ¢ one paper, 


and to reach an adequate standard therein. 


Anonymity of candidates 


Throughout the processes of marking and determination by the | 
Examination. Committee of passes and failures, the names of - 
candidates are not disclosed. The whole of the work is done 


` under candidates’ numbers, and only after the results have been 


decided are the numbers converted to names. It is not only 
disturbing but: ridiculous to receive — fortunately infrequent — ` 
complaints to the effect that personal factors must. have been - 
taken into account. It cannot. be ao under the system. The only 
personal element of which I am aware is to ensure that if a 
relative of a moderator or of an. examiner or his assistant is- 
sitting.an examination, his papers are marked by others. 

Where a .candidate is a ‘bad failure’ at the Intermediate’ 
examination: qe d 

(a) he is notified e Ge aggregate of marks obtained by him. 

^ n the examination; 


- 


( b) he is, under the terms of his ma liable to be dismissed. 
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(c) he should think twice abet going on. I cannot do better + ° 


than repeat what Mr Maclver said iñ his 1954 paper: 


The decision to give information ïn -regard to a “bad ` 
failure” both in individual papers and in the examination as 
a whole has, 1 think, been very helpful to those concerned. 


Where a candidate has worked hard in the office and taken 
his studies seriously but is, nevertheless, classified as a “bad ` 
, itis probably wiser, in the absence of any exceptional 


failure" 
circumstances, that he should abandon his.attempt'to qualify. 
It is not every articled clerk who i is cut out to be an accountant 
and it may be to his great advantage that he should as soon as 
possible turn to another career. It is interesting to note that 
only 14 out of the 151-candidates who were classified as/“bad 
failures" in one particular Intermediate examination succeeded 


in passing the examination at one of the next four subsequent 
examinations.’ 


Exceptional circumstances 


‘The Institute assists ‘different categories of didas ina 


variety-of different ways. This often happens with candidates 
suffering from some physical disability, arid in extreme cases 
we have allowed candidates to take an examination in hospital. 
. Broken limbs, especially during the rugger season, are. a 
constant source of applications. One candidate broke: his leg 
before the Intermediate examination and asked for a support 
¿for his leg; this was provided. A further break occurred before 
- Final Part I, with the same result. The candidate was successful 
on both occasions, which is probably why he expressed -the 
- hope - happily not realized ~ that he would break his leg again 
before Final Part II. . 


Jewish candidates are permitted, š SO long as they sit in London, 
to commence the last two papers of Final Part II early in order 


^, that they may return home in'time for their Sabbath. An English * 


international selected: for the recent’ rugby tour-of South Africa 


was allowed to sit early and at a convenient examination centre . 


to ensure that he reached the plane iri time. Fortunately we were 
not required to take action when an invigilator rang to say that 
one of his female candidates appeared to be in an advanced 


“stage of pregnancy, and could we. please advise him if anything 
- should happen. 


/ 
We allow extra. time in each paper to candidates "where it is 


Clear that they are suffering from a physical defect which 

materially impedes their speed of: writing; we calculate the 

additional time required from evidence supplied by the candi- 
 date's doctor and his principal. We give special consideration 
; to any group of candidates where it is clear that they have been. 
disturbed by excessive and persistent noise — for instance, BBC 
` music in Manchester, or a pneumatic road drill in Westminster. 
Moreover, where there is report from any invigilator at any 
examination.centre which might indicate any disturbance to the. 
detriment at. that, centre of candidates generally or: of any 
particular candidate, we always study the results of the indivi- 
dual(s) concerned to see to-what extent, if at all, performance 


might have been affected and such cases are drawn to the ` 


attention of the Examination Committee when it determines the 
results of examinations. We do got, however, do these things 
merely because a candidate requests It. 


On one occasion a candidate asked-for extra ure but his’ 
doctor advised us that no -concession should be made — ‘the 


patient should learn'to stand on his own two feet". 


Disbelief at results | ` 
Notwithstanding the pains taken and the notification that we do 


not engage in correspondence over results, some hundred or so ' 


candidates get in touch with us within a day or so of publication, 
expressing their certainty that we have made a mistake — that 
. they could not, possibly have failed. Somehow or SES we forcë 


ees to re-study their silo and give a courteous reply, 
despite-this clear waste of time for us and for the candidate. 

` What is more surprising, perhaps, is the occasional inquiry 
from a successful candidate asking for verification of his result. 


We prefer to deal with this by telephone, to tell him not to 


question his good luck! ' 
Of course, some are more than disappointed that they have 
failed; one candidate rang recently and accused the Institute of 
failing more candidates so that ‘they can become millionaires’. 
Not so long ago we were criticized by a students' society for 
printing the dates of future examinations on pink paper similar 
to that conventionally used for the failure notice; apparently a 
successful candidate who had no other prospect than success 


' opened. the corner. of the envelope, and on SE the pink 


paper was temporarily overcome by shock! 
The Institute has never published ‘howlers’ Bo its exami- 
nations, fearing perhaps that there would be a singular lack of 


"publie confidence in chartered accountants — or chartered 


accountants-to-be — if undue publicity were given. Nevertheless, ' 
Presiderits have on occasions been known to divulge just a few 


of the many which have appeared in SES scope) for . 
example: i 


To come td Equity you not only had to have clean hands, | 
‘you had to wash them first in the courts of common law. ' 


Injunction is a command to the guilty party never to 
complete the contract which he has broken and never to 
carry out such a practice again. 


. Profit à Geer Right to take certain ta with regard 
to land.. | 


An articulated secretary can have a lot of say in -board 
meetings. 


The person who commits sland can-sue for defamation 
of character and abuse and if this is strongly put by the 
. lawyer the damages can be incomprehensible. 


Liable [sic] i is a person who can be taken to court for per- 
- forming or not performing certain acts. Slander/is one who, 
though could be taken to the court but is not forced by law 


to do or not to do certain things for which he was taken to . 
court. 


Should : a ĉase differ from existing statute. the judge uses his 
- "ratio decidend which means that the case and the statute 
.differ at the roots.” à 


Warehouse: a depositary for discere publications periding | 
legal proceedings and an order for destruction. 


The future 


Paragraph 46 of the Council’s statement, ‘A Polley for Education’ 
and Training’ (The Accountant, May 2 sth), reads: as follows: 


- ‘For the reasons indicated in paragraph “35 above, it is 
unrealistic to expect that the professional examinations ‘can, 
to a sufficiently significant extent, -be a test of knowledge 
gained through practical.experience.’ 


The Council is entitled ‘to. expect that the new pattern e 
education and training with its higher entry standards, 
requirement of a foundation course and provision: for full-time 
tuition will enable a student. to develop his knowledge and 
understanding i in greater depth than-hitherto: and also enable. 
him to ‘answer-a more rigorous intellectual challenge than hàs 
been posed by previous syllabi and examination papers’. 
Perhaps the day. will come when that challenge will ensure that 
the recruitment of students is.more selective than at present. 
and that there will not be the same degree of wastage in n attempts. 


to-qualify. . mE ZU 
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"HE expósure draft 'Stocks and Work in Progress’ 
(ED6) issued earlier this year by-the Accounting 
Standards Steering Committee has certainly given grounds 


for argument — much of it running contrary to the recom- : 


mendations of the draft! The present article proceeds on the 
assumption that the concept of valuation of stock at his- 
torical cost, which is firmly advocated by the draft, is 
acceptable, although such an assumption would usually be 
challenged by the writer. 

One of the recommendations in the draft is that costs be 
matched to revenue, and that for this purpose ‘ “cost” of 
stocks and work in progress needs to include all expendi- 
ture which has been incurred in bringing the product or 
service to its present location: and condition. Such costs 
will include all related overheads, even though these may 
accrue on a time basis.’ ED6 recommends, in other words, 


adoption of a full cost (absorption. cost) system for stock . 


valuation purposes in manufacturing companies.- and the 
overheads allocated to the stock would apparently include 
all fixed overheads which can be related to the production 
function. 

Discussion of this EH with nine accountants, 
variously drawn from professional practice, industry and 
education, showed a majority in favour of the valuation 
proposal; the minority, however, were strongly opposed 
to it, advocating instead that valuation should be on the 
basis of ‘variable’ cost only, excluding fixed costs. ‘The 
present writer favours the minority view, and hopes to 
_demonstrate to the ‘majority’ the errors in their thinking! 


Full cost valuation | 
Fixed costs are, by definition, those which do not vary in 


the short run by reference to changing levels of output.. 


One could consider thern as existing because management 
has decided, at some time, that the firm should operate 
with a certain set of technical resources sufficient to enable 
it to produce certain types of goods subject to constraints 


on volume imposed by the limitations of the plant selected.. 


This thinking suggests that if fixed costs are really fixed 
in any one period, then they arise because of some prior 
decision — and, although output could not be achieved 
without the utilization of the resources giving rise to such 
costs, the level of output has not affected the amount of 
fixed costs. ` 
. One could argue that the 'matching concept" should 
logically relate to a transaction those costs which arise 


- The author: is lecturer in accounting and ES at Cranfield School of 
Management. e 
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Stock Valuation 
Further Thoughts on ED6 


- 


by JOHN. R. GRINYER, M.Sc., A.C.A. 


because of it. If the firm is manufacturing a continuing 
line of products, then it can be reasoned that such a cost . 
must be the cost of replacing thé units sold — i.e., replace- 
ment cost. The reasoning underlying this assertion is as ' 
follows: 


(x) It is assumed that. firms with continuing products will 
maintain stocks of finished goods, and for simplicity of 
argument it is assumed that the managements involved. 
try to keep these at a constant level. Whilst these assump- 
tions are not vital to the validity of the argument, they do , 
' help to explain it. | 

(2) When finished goods stock is sold, it i$ therefore expected 
‘that it will be replaced by use of current manufacturing 
operations, and the cost of replacement must be the 
manufacturing expenditure incurred because of such 

, replacement. 

(3) But the need for replacement arose because of the sale of ` 
the stock, so the expenditure drising because of such sale 
(and therefore the cost) must be the replacement cost. 


In view of the initial assumption that historical cost is a * 
valid valuation concept, we should perhaps ask which 
historical. cost concept 1s likely to provide the best proxy 
measure of replacement cost- and the concept ' which 


. provides the best approximation òf the additional expendi- ' . . 
ture which had been incurred because of manufacture of. `. 


the article in stock seems likely to be the most satisfactory ` 
one. On this basis the variable manufacturing cost (marginal 
cost) seems the preferable valuation concept for stock. 

It does assume that past costs are a good approximation. 
of future costs (i.e., replacement costs) but at least does not * 
make the additional assumption that fixed costs will vary 


- by reference to replacement of stock, as does the full cost 


approach viewed from the logical position developed above. 

If profit is viewed as an accretion of wealth resulting 
from business activities it could be argued that the ‘wealth’ 
should: be measured, as nearly às possible, on the basis of 
the worth to the owners of the firm's assets. But trading 


stock must have a maximum value to the owner of replace-. 


ment cost (assuming that it could be replaced in time to be 
used for any futüre sales) and in such a case no owner ` 


“would be prepared to pay more than replacement cost. 


It appears that on these grounds, also, replacement cost - 
is the most appropriate valuation concept. The arguments ` 
of the preceding paragraph apply again, in this case, in 
favour of variable cost as the most suitable historical cost 
proxy measure of replacement cost, which seems therefore 
to be supported by at least two. different lines of argument — 
admittedly linked,by a fondamental concept of value. B 
If the above ` reasoning is correct, the practice of valuing. 


bn "2 EE 
264 i. 


~ 


dine stock at full cost (i. es Cist fixed. et | 
could distort accounting profits because it involves carrying ` 
"forward to subsequent periods costs which did not arise. 


specifically because of the manufacture of the articles in 


' Stock: Does this distortion occur and, if it does, is it-signi- 


, Seat 


Effect on BE a a ENS ET 


Clearly, the overstatement of opening and closing stock 
. values by:an identical amourit would show. profit at the 
'' samé figure - as would have occurred without the over- 


statement. Such an event would require constant stock 


- levels and fixed overhead charges per unit on a coincidence, 

 .and.it seems likely that some ‘distortion of profits - does 
- occur because of. the full cost valuation basis. of. stock 
valuation. . - 


Figures from Doo eet & Co Ltd cotisclidated 


accounts from 1970 to 1972 are shown in the table. ‘The 


computations. have involved assumptions which do not 


seem unrealistic, and imply that the initial increase in stock 
.in 1970 transferred forward fixed costs of a significant 
‘amount — thus inflating profit. 


During 1971 and 1972 this increase was being eliminated ` 


(to some extent) with the anticipated effect of reducing 
profits below the otherwise prevailing level. In no year was 
the effect likely to be insignificant. Distortion of profits 
appears to have been significant in this case, and there 


. seems to be no reason why it should not be so in others.. 
` This particular example has been taken entirely at random, ' 


and. does not imply any. manipulation | of accounts by the 


management -of this company; but it does indicate that - 


management could (within the accepted accounting rules 
- and the law) manipulate accounting profit for at least one 
_ year by changing ‘its. levels of finished goods stocks.” 
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1970 I97I 
AM CX E y , 0005 L£o00s ` £oocs 
Opening ied ' 2,089 3,333 3,149 
Closing stock i 3,333 . 3,149 ` - 2,820 
Change i in stock +£1244 - —£184 — £329 
^ Assumed . p divers ds carried | 3 | | I 
forward because of stock change — DEE E AE 
` say 20 per cent .. $3 ' 249 =, 37 — 66 
Declared profit (loss) before tax .. “2,960 (1,226) 756 
7 Profit (loss) ad usted for overheads £2,711 (£1,189) £822 
Overheads. assumed to “be carried —— ^ 
forward “as a percentage of ad- ME 
~ justed profits — SEET Ve ` "oa art Zo ` 
per cent ` pér cent ^ per cent 


N otes: 


"(1) The- Lesney ii state that overheads have been excluded 
from the value of work in progress. It has therefore been assumed 
Ge changes in- “stock levels were in levels of finished goods 
stocks. . 

(2) The figure of 20 per cent fed Cost. proportion of stock is purely 


an assumption on the part of the writer, di is EE not 
unrealistic. : ; 


^ 
ant: 


It has been argued above: E the practice n valuirig 


stocks at full cost can, and does, lead to misleading profit 


figures; and, further, that it provides an opportunity for 
quite legal manipulation of profit figures to an extent which 
should be considered significant by most observers: These 


arguments have, however, been advanced frequently in 
the. pasy and it seems Ge to consider whether ER 


Sys | ACCOUNTANT 


` the preferable approach. po - E 


Plausible argument 


' August 31st, 1972 


are any very strong: reasons BEER full ` costing should be 
preferred on other grounds. 
One argument advanced in favour of full .cost valuation is 


that fixed. costs have been necessarily incurred to enable 


production of articles included in the closing stock of 


 manufacturing.concerns, and must. therefore necessarily 


be considered as part of their cost for valuation purposes. 


8 This is, perhaps, a variant of the long-run. marginal cost 


approach, which argues that fixed.costs are variable in the 
long run (i.e. can be discontinued) and are therefore validly 
included in calculating the long-run average cost which 
must be covered if the firm i is to stay in business and make 


-a profit. `` K 


The experience c of many accountants, SEN have Sege 
promising enterprises fail because of their apparent dis- 


- regard of the need to recover fixed ‘costs, increases the 


conviction with which they press this. point: Interestingly, 


there seem few to contest it, because it is generally agreed 


that revenue must be sufficient to cover all costs, and it may 
be that full cost is the best proxy measure which we have 
of the long-run unit costs which must Be covered if the 
firm is to survive. 

It must be stressed, howe that we Se différent 
information for different purposes — and the fact that an - 
average total cost.may be appropriate for some decisions” 
is no evidence at all that it is suitable for income measure- 
ment. In the writer's opinion the majority of the arguments 
advanced in favour of full cost valuation under this heading. 
are attributable to confusion of the purposes for which the 


"information is required, or to the désire to make one 
valuation basis satisfy every required purpose, and do not ` 


justify the use of the approach. - 
Another argument which can be advànced i in favour of 


-absorption (full) cost valuation of stock is that the variable 
.cost basis could lead to identical articles being differently 


valued in the accounts of different firms using different 


^. mixes of fixed and variable factors of production. Valuation 


at full cost is, it is suggested, more likely to value these 
identical articles at a similar figure, and must therefore be 


i 


“Irrespective of whether or not the suggestion concerning 
similarity of stock values is correct, the argument seems to 
be unsound, although intuitively plausible. The reason for 


this plausibility i is that many of us instinctively value an 


article at its sale value (and therefore anticipate a similar 


price for -the same goods), for this value’ represents the 


“amount of cash released for other. purposes in the' event of 
.the sàle of the article. 


` Logically there is much to commend the Sg of this 


valuation basis, but the accountancy profession as a whole 


has, so far, rejected it for general use in favour of historical 
cost valuation. If we are not valuing on the basis of sale 
value. there is no reason to. expect ‘similar values with. 


_ different resource mixes, nor would it necessarily be more 


meaningful if we had such values. The argument therefore 


‘fails to justify the use of full cost valuation. 


A further. approach supported (by implication) in ES 
exposure draft, is that improvement of.the information 
content of accounts requires standardization of measure- 


ment bases, ánd that full cost is the only stock valuation 


Auat SCH 1972. 
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e 


mp, 


A SE ` 


- 


dë 


achad SE which et can e achieved. Appendix I 
of ED6 states: l E 


grt 


‘The classification of dierheads betwen fred and ‘variable `, 
is am unsuitable one for determining whether or not they are’ 
included in cost of conversion, the dividing 1 line betwéen | 
^ them being generally too imprecise? ^: ... e 


In other words; itrejécts valuation at ‘variable cost - Die 


en 


it, would be difficult’ to standardize the basis of measure- 
“ment — prefetring instead the. recommendation that every. 


possible” production ‘overhead should be, included. ‘The. 
argument seems to” be that, if all firms include all cón- 
ceivable production overheads, then’ they will all-be on the. 


` 


 samë basis, it might. perhaps be so if they all set their 
absorption.rates by reference to the same level of activity, 


but this seems unlikely, | 


Even if rejection of EEN cost valuation heal facili- ` 


tate standardization, the’ argument “seems somewhat il-, 
logical; are-we to assume that it matters little.if the accounts 


are based. ona conceptually weak foundation, so long as all 


FINANCE AND COMMERCE ' 
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ARBON ELECTRIC HOLDINGS’ in the words of Mr 
G. E. Liardet, the chairman, “has just emerged from a 
major reorganization’. 'The year covered by the accounts 


reprinted this week was Mr Liatdet's first as chairman;. but 


he is not unversed in the arts. of. reorganizing temporarily 
troubled companies. 'He instituted, in the case of Carbon Electric, 


` a searching investigation of stocks arid the results of the action 
‘taken following the: investigation are shown clearly enough i in. 


equipment, aircraft equipment, film wire and electrical plugs, 
sockets: and. connectors. Within MB -Metals ‘it. was the Vigil 


the accounts. `, 
The failure in performance within the group mainly relates. 


^. 


to the MB ‘Metals subsidiary which Ze concerned with data 


logging. Systems, nuclear safety systems, electro-mechanical- 


Security company that caused most trouble. MB owns 41 ‘9 per 


‘cent of the. Vigil equity. and a year ago. management of the , 


í 


company reported that there would be a profit in 1971. 

. Vigil was formed in 1968 to exploit a security container and 
the Carbon Electric board’s view was that the product fitted 
into group techniques and: manufacturing ability, MB Metals 
"took up the 41:9 per cent stake in order to provide. continuity 


of work following cancellation of the group 's Fi I I amet. 


"weapon.carriage contracts.  ' 


"The expected rate of sales did not materialize and by the end ` 


of last. "ent "1 became ' necessary- for MB' Metals to make 


| provision. for thé debt owing by Vigil to the extent of £32: 5 56. 


“Write: off: 


M Y 
` d 


. 'In' these circümstances' , reports Mr Liardet, “we had 1 no option 


` less than £198, 176 of development expenditure, tooling; stock ` 


but to write off the investment and, what was more serious, .no 


and work in-progress’. Attention was then turned to the general ` 
stock position where it was found that due to cancellation and- 


Tu E government ë Contracts, and EL a reappraisal | 


Li 
H ` 


“ACCOUNTANT 


` results and Mr Liardet comments on them in his.statement. with : 


` A R - - 
“4 ` E 
EC 


f. a A 


accounts are equally — A more sensible approach ` -= 
especially i in view- ofthe differences in practice which must - 
'exist- even ‘under standardization — would seem to be the ` 
adoption’ of a conceptually. sound basis and principles ` 
which guide, the implementation. of that basis, hopefully - ` 
providing information which is as meaningful ; as possible. — 

. One‘of the disappointing aspects of ED6 is its rejection — 
"ef the variable cost -valuation basis without: Zar: l 
discussion. It seems unlikely that standardization: alone. 
affords sufficient justification for-this rejection. E75 : 

The arguments considered do not appear, A indic ° 
vidually or jointly, to justify the inclusion of fixed dyetheads: 
in stock valuations. In the absence of other and Sirorigery 
reasons for so doing, many accountants may conclude that- erf, 
the recommendations of ED6 for. valuation of manu- >i. 
facturing stock are An error. á 

A preferable. recommendation: von seem to be that / 
valuation. be at variable cost; despite the difficulties in- E 
volved i in Jenny such cost. Bey. 
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Carbon Electric's Stock Problems . 


M 
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M ` . 


Kë 
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of GE activities, slow. moving and obsolete stocks were “ois 


being carried to an. extent that reqùired writing off a further .-“ 
:£184,763. Finally, it was thought prudent to write off the. s 
amount involved in a claim against the cancellation of a Ministry , - * 
contract for Fr aircraft. armament although a reserve òf 
£57,000 had been created. ` ` 


- "he stock figure at December 41st, of Foz included an ` 


` 


“exceptional item for carbon blocks which had been built up to ` ..* 


weih + 


“carry the Nobrac Carbon subsidiary over a low production: D 
period associated with a move to new works. Although. still." 
high, the stock position is considered to be more in 1 line with - 
output. Strict stock controls are now established. | 

. There were: other” contributory. factors- to the. year E Poor: 


the accounts. F urther very heavy. development, spending was. 
necessary on film wire development and this coincided with an .- 
‘outbreak of severe’ price cómpétition from “newcomers to the. ; 


| industry. F ilm wire is an advanced technique i in acm 


Other factors ME 


Certain licensing agréements for the c company's der and 
processes took longer to negotiate than anticipated. Agreements . 
were expected to be. concluded in 1971 but negotiations. are, - 
in fact, still in progress in a number of.cases; Complications . 


1 


` “a 


ar 4 


over ‘patents, now resolved, made it impossible to launch the: -> .*. 


“K202 Computer during 1971, and on the aircraft equipment. ` `.: 
‘side the company lost the official contract for the design ofa . 
light-series weapon carriage system on which two years! work: ` 
had beén. spent as a. private venture. in discussion with the. 
aircraft industry. =° - 
-Other contributory factors: to the: poor group result were the: . 
continued cost of financing a new building on the Churchill ` 
Estate at.Làncing for Nobrac Carbon and thé, dislocation d 
_ Production. caused-. by: the binning: of the move into new ` 
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premises. Naturally, after such a year.of reorganization,.there is 
confidence that matters are on the mend. 

The group order book stood at £1,377,000 when Mr Liardet 
reported to shareholders, compared with £1,015,000 at the end 
of 1971; selling prices have been increased, and production, the 
chairman says, is becoming more efficient. But the ‘difficult 
trading conditions experienced "during 1971 have continued. 
into the early months of 1972'. Against that, financial control 
has been improved, stocks reduced, overheads cut, and the group: 
is now leaner and better organized to take advantage of the 
technical developments on which so much money has been 
spent in recent years’. | 


- 
- 


General trading 


Carbon Electric's report and accounts are not exactly at the top 
of the company reporting tree. It can well be accepted that 
management and executives have. been too busy and too pre- 
occupied with getting the group right-to worry overmuch about 
the niceties of company reporting. 'The only concession tó the 
need for something above the call of duty is the breaking down 
of turnover and profits, in the directors' reports, in terms of: 
(1) Engineering and electronic products; (2) Carbon products; 
and (3) Packaging service and supplies. The first sector, with 
£1,691,130 of sales, provided the bulk of turnover but only 
£49,708 of profits. Carbon products’ profits were £84,144 on 
sales of £739,061, and on turnover of £329,360 there was a loss 
of £33,790 in packaging service and supplies. - 

The report does not attempt to collate. past performance in 
any way. Perhaps, if the expectation of current-year trading 
improvement is fulfilled, the board may be more kindly disposed 
towards making the report more immediately informative, 
although it should be said that shareholders were kept in reason- 
able contact with the company's trading troubles. 

It would.seem that Carbon Electric now needs a fair crack 
of the trading whip. The necessary internal adjustments have 
been made - including a revaluation of properties — and these 
should show their worth provided trading conditions as a whole. 
improve. 


Taking a. Property interest 


T is right and proper, of course, that companies should make ^ 

the best use of their property assets, for in the wrong or 
inadequate use of them lies the threat or the scope for take-over 
by the asset stripper. All the same, it is interesting to see the 
extent to which more and more companies are going in the- 
property direction. | : 

The Graham Wood Steel SE steel stockholders and 
constructional engineers; and the Marryat Group In lifts, 
escalators, 
equipment, are two.companies with a property emphasis in 
their recently issued reports. The Graham Wood Steel Group, 


which went public last February, is to operate a new wholly- ' 
. owned subsidiary, Graham Wood Properties, and has recruited > 


Mr C. R. Vaughan, F.R.1.C.S., of a leading City firm of chartered 
surveyors to its board. The intention is to acquire and develop 
suitable commercial and industrial properties within the 
general geographical area of the group's operations! 

Marryat Group's property subsidiary was formed a year 
ago-and most group properties have been transferred to it. 


Mr Robert Marryat, the chairman, commenting on develop- ` s; 


ments, reports that the subsidiary’s specialist staff have been 
first conéerned to realize the latent potential in the existing 


properties while, to provide material for a continuing pro- -~ 


gramme, a search has been made for small but high quality 
commercial development sites. Two freehold shop and office: 
properties costing £64,640 have been bought for cp 


in provincial towns. 


mechanical services and mechanical handling 


- 


- 4 


e 


t 


mcm mre 


` 


market. First, there is a holiday hang-over, and secondly, 


. there 1s the beginning of the ‘new term’ of industrial economic 


and political erideavour. The International. Monetary. Fund 


annual meeting — which is: either ` millstone or, milestone— ` 


makes for currency uncertainty. `, 
The pending autumn round of wage dine makes-for indus: 


trial uncertainty and this. year. in ' particular the Pending. 
Se ‘re-opening of Government-TUC talks on prices ‘and incomes, 


_ . and rheans of. curbing inflation, make the economic prosesi 
. ‘uncertain. ` - 


D 
v. 


Lately two institutions, Barclays Bank and the Charterhouse 


Group, have both gone into print with the view that unless the 


Government-TUC talks reach some kind of acceptable result 
by the time the CBI price agreement ends, then direct govern- 


ment control of prices and incomes looks inevitable. . 


. That prospect alone may, in fact, make such control inevitable . 
` Since there may well be a rush to get wage demands in and settled 


before -controls clamp-down. This'is the background to invest- 


| ment operations and it can hardly be encouraging: 


“It is possible fo talk of a reviving economy and improving: 
corporate earnings, but it is impossible to see either of them 
having investment effect through the fog of immediate un- 
certainty on currency, economic and industrial count: 


e * * E 


oe in thé Finance Houses bises rate from 7i per cent 


to 8 per'cent may possibly prove to mark the top of the current 
„interest rate rise. The base rate is a follower, rather than a setter, ` 
of the interest rate trend since it reflects. the rate already paid by 
‘Finance Houses.for money. There are indications now that rates 


are at least levelling off, and even beginning.to turn' down. It is 
unlikely, Roweren: that any turndown will go EE far. 


Ai 


` 


Ke CE |. RATES AND PRICES ` ` dë ae 


Closing prices, Wee EE 29th, 1972 


y v 


: | Bank Rate 
‘Mar. 21, 1968 : .. 74%" April 15, 1970 .. e HT 
- Sept. 19, 1968 KS . 596 April 1,1971 -y . 6% 
|. Feb. 27, 1069 |... 8% . Sept. 2, 1971.  .:- . 5% 
Mar. 5, 1970 74% ^ June 22, 1972 : 6% 
d Treasury Bills . " 
June 23 . £5°6154% ~- July.28 £57644% 
_ June 30 . £56372% "Aug, 4 , «+ £5°7845% 
July 7. , £54850% Auger’... £57687% 
. July 14 , £54184% ` Aug. 38 . / £5°7702% 
July 21 DES 7457% Aug. 25 . £58260% 
"TT I Money Rates | b ™ 
Day to day . m 51-5196 Bank Bills S T 
7 days .. ^ 8í-6196 " 2 months cc: 64k-643 % 
Fine. Trade Bills ME ` 3 months . 64-61 96 
. 3 months .. M. 76-8 96 .'4 months ^. 641-61 %.. 
. 4 months .. 72438. 96 6 months *.... 61 6#% 
-6 months .. 8. -84% š d : 


- "^ "Three Monthy Rates 


Local authority deposits . ',.. 7i-7 
Local authority bonds ae 63-7 , 
Sterling deposit certificates ` ` oh ot _ 
Euro-sterling deposits ~ 7.. 94-8 - 
Euro-dollar deposits .. ee 
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q z -City Notes 


EPTEMBER i is. invariably : a difficult inan for the stock- 


IR ME experience is more likely to show interest rates to be 
on a plateau after the steepness of the rise since June. 

BIS week’ 's meeting of leading Ee and aiher con- 
siderable shareholders in Quinton Hazell to discuss their 


“reaction to the bid by Burmah Oil, was something new in take- 


over developments. There is nothing new in the sounding out 
of institutional views, but it is new for those views to be so 
publicly sought and so widely made known. It has lately been 
suggested that the days of the big-scale contested bid are 
numbered, since City advisers to industrial companies are now 
advocating prior agreement rather than becoming entrammelled 
inthe kind of public brawling into which take-overs all too often, 
degenerate. Burmah Oil-Quinton Hazell was all agreed at first, 
but agreement-did not last for long in the Quinton Hazell camp. 


TY institutions are ge aial fire again — the Bank of 

England for apparently matching the Government's. ability 
for. standing on its head, the T'ake-over Panel for not forcing 
-some entrepreneurial heads to roll over some recent operations 
(and one in particular), and the Stock Exchange for not picking 
up certain of its associates for ‘insider dealings’. Much of this 
criticism could stem: from another and apparently different set 
of factors-and a different source — a kindof collective City guilt 


. at the size of the money being made by. the new generation of 
‘company buyers and sellers. Tt was all goed clean fun when the 


*whiz-kids' first came on the scene, but there seems now to be 


- an uncomfortable feeling that the kids have grown up too fast, 
` have learnt. too much too soon, that they take far too much 


advantage of the system and make far too much money at the 
system's expense. U 
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š C c NA T A > E is s A a 2) qs company- n prodübes results beyond expectations without. 
Buts AND. BEARS EEN affecting" the share price, because markets are "dull at the time, 7. 
n ue me "ur Cle oa. may see its shiares-1 rise smartly : when general. conditions improve. l ies 
xe UTE SS E bun wea re E i e Së .. °°; Even if the share price is unresponsive at the time, the good ` 


pas Gm um . + results will not be forgotten by the market.. > SP 
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First National Finance Cor- ..- | REN Cen 
- THREE-WEEK ` Stock: Exchange 2 accolunt. e a - poration ordinary 10p shares .133 N 2:0 [229 422 $T SE š 


bank, holiday i is traditionally a quiet time for stock-markets, | ‘Amalgamated Investment and 
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| "Modem in the second and third weeks of such an account. ` . Property ordinary 25pshares 373 , 1-7 E 4. RE ; 308 
At the: timè of’ writing the present. three-week account is ne . Mercury Securities ordinary `. ` _ R Sep a : 
exception: During the five trading days ended. August 18th; EE a E 213 5 EE 256 176: 

BEC ordinary 25p shares SE E 0233. 19: ei 195, 162. 


the, ‘Financial: Times Government. Securities 'indéx. fell - from i er 
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EE ` pigs Naina Pines is engaged in banking, kms z 

_, Governmerit-Securities index had fallen a little further to 72:23; a Ke à p I api ee pon eg bn 

' thé Industrial Ordinary share index had fallen to 528- -6. It seems ` Ze JE h f P f I hie E 
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compared with the more recent daily average of around 11,000. ` d 5r pus Decore. on 1003 lli " d profit =; 

-The view is widely canvassed that there will be no eneral Ee OE FORE Ee 
5 - assets from £7-4 million to £18212 million, ordinary dividends ~. SE . 


| pick-up in the market until the. holiday: season is over. On the Bon 
' per cent to so per cent and earnings per ordinary, `. 
~ other hand, there could well be technical rallies i in the meantime, “share from 9-1 per cent to 81:7 per cent. There has recently”. Se 


. in ne: with: Wall Street, -~ - 5 E d Ji h iile 
+ Our current selection of fixed. interest stocks j is as follows: O w apHEIN ME Romina Paue 
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m - Public Boara Loans On-re- 1972. - price. The reduction in income following the sale of the 10,000 


DOR. uw Atv "e e ER Yield demptíon. High, Low ` “flats will be no more than ro per cent and the proceeds of sale E x 
EM l ` over a period of years will doubtless be ony, employed, 
U gricultural ‘Mortgage 5 Por. : ox Th Faak bid. nmi 
* cent 1959-89 = so 613 ` 7849 . Jg 75 72i ' 594 ` ere are rumours of a take- “Over D1 PN 
'-1CFC 9 per cent. Lóan 1977 .; 2101 (190 ge 9: 02: 1067- . 991... : Amalgamated Investment. and Property is moving up at she? Se 
,ICFC 10 per cent C Loan We Ps >. 7777.' present time in ‘anticipation of the final results due about: s. 
1976 . 3°... 1039. _ 9. 88 E 66" 1105 1033 . October.. 'The company concentrates on commercial property ` SE 
Metropolitan Water Board By ooy "ui, investment and development and has a development programme ` T 
7. per cent.Lóan.1976-80 `”... 77. * 74 E 1 _ 834 70% in the-region of £100 million, jointly with Penslade Investment - ` 
A o e LES E e | š: u ‘Group, at Hay’s Wharf; but’ by. reason of share options, Amal- - 
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pom F ixed I Intérest Stocks (Industrial Cominereial) ` l Hay's Wharf scheme. At present the share.price exceeds the- . 
“Imperial Tobacco 4 pet cent ^ 77; 407 E ">" assets per share, but this gap will be. closed in time and in five ....-”: 
. Loan 1975-80  ...' EN o 56 907 J - 601 “to: seven years. earnings could be some 70 per cent higher. . uS 
“GEC 6.per cent Loan 1979-84 76 - 78. 93 “80. 75. However, if the price shows a worthwhile appreciation by next `" 
Metal Box: 103 per cent Loan ae EEN II T November, we think the profit might be taken and re-invested ` 
199297 .. 8s EEN 1053: . 103-^ 10:2 1052 100 . in another property company from among our future See 
‘Schroders 83 er cent: Loan, a E EE ., Mercury Securities owns S. G. Warburg &' Co, a leading `. 
E 1997-2002 ` sap Uds cipe 833 i we e 106... 94 . SC merchant bank: and i issuing: ‘house. It has recently exchanged its. . - E 
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.Of the ordinary shares. x" on August. 17th, Lriumph Mercury. also Has interests in mietal trading and. refining, which,” * 
Investment have moved up to 266p, Cannon, Street Investments.. encountered difficult conditions’ last year but are expected. to”. 
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, Qualified Accountants ` | P 
, §1r, - From the comments made by your correspondents Messrs 
., B. C. Gaze and T. P. Chambers (August 24th, issue) it would . 


appear that, even after all the strange events within the ranks of 


in recent years, chartered accountants have not yet learned 
their lesson. . W. a l 

All the old arrogance,.parochialism and ‘I am greater than 
thou’ attitudes, come shining clearly through in their letters — 
the same attitudes that vetoed the merger of the six institutes 
and left the profession looking several ways at once; almost 
the same expressions attempting to justify that a member of the 


“accounting profession is a superior being who should not have 


to associate with allegedly lesser mortals. . ; 
If executorship law and accounts, bankruptcies and liquida- 


' tions and the law relating to trusts are the areas which define an 


accountant, then chartered secretaries have no claim to call 
themselves accountants. But if your correspondents would care 
to compare the remaining subjects covered by their accountancy 
syllabus with those subjects covered by the examination of the 


CIS, they might receive a profound shock. It might also have a 


salutary effect on the ‘die-hards’ if they realized what qualifying 
service. and conditions were required for a person to become a 
chartered secretary. | 


To Messrs Gaze and Chambers I would suggest that they stick 


to their-long tots and cross-casts, and lose themselves in con- - 


templating the past glories of auditing while real ‘accountancy 
passes them by. i . 


In passing I assume that ‘this once august body’ relates to 
their opinion of their.own Institute or Associatiori, l 
| | Yours faithfully, 
"D. P. LONG, F.C.LS., F.1.W.S.P. 


f Bramhope, Leeds. 
PAYE Arrears 


SIR, — In the last year or two in my position as commercial 


director of my company, I have been alarmed at the number of ` 


compulsory liquidations which have been initially started by the 
Inland Revenue trying to obtain, unsuccessfully, payment of 
arrears of PAYE; and which arrears, in a number of instances 
that I have personally come across, are ranged from six to nine 
months. JE MS. 
‘The fact that the Inland Revenue are preferential creditors 
for the first 12 months of their outstanding debt at any time, 
coupled with the fact that they can, when the debt gets too long 
and too old, enforce liquidation which will normally result in 


their getting paid but the unsecured -creditors getting nothing, ` 


puts, I think, unsecured creditors in a very dangerous and 
unfair position. I have little doubt that, once we get. VAT, this 
same means of financing by companies with a shortage of cash 
will be accentuated. .  - dou MEE 
“Because of the above, I asked my MP to find out from the 


Treasury what they were doing to stop tax collectors allowing ` ` Ipswich.. 
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. private address on this subject. . NE 


August 31st, 1972 


anything but the normal month's credit. The Treasury have 
refused to admit that long credit is ever allowed and, as a result, 
I felt it necessary to ask Dame Patricia Hornsby-Smith, to put 
a question down in the House, which she did. Both her question 


"and Mr Nott's:answer are attached. 


Mr Nott, in my- personal experience, is incorrect. I propose, 
therefore, to pursue this matter and would ask any readers whose- 
experience also disagrees with Mr Nott to write to me at my 


I feel that the position is sufficiently important to the account- 


„ancy profession to justify getting some more constructive action 
take by the Treasury to make certain that PAYE — and, when 


it comes in, VAT — is in fact paid on time. Incidentally, I have 
suggested that one way of doing this would be to reduce the. 
preferential period for PAYE to three months, but the Treasury 
appeared to think that this was unjustified and unfair. | 


| Yours faithfully, 
Chislehurst, Kent. R. 8. WORTHINGTON. 


[The relevant question and answer are as follows (Hansard, 
written answers, col. 101)» , 


Dame PATRICIA HoRNSBY-SMITH asked the Chancellor of the 
Exchequer what steps his department takes to ensure the 
payment of pay-as-you-earn on the due dates; and if he will 
review the system under which firms are given long ‘credit 
so that, in cases of their going into liquidation, the prior claims 
of the Inland Revenue bear adversely on other unsecured 
creditors. ` 


Mr Norr: Employers are made aware of their obligation to 
make payment-on or before the 19th of each month and if payment 
is overdue the matter is -followed up immediately. It'is not 
the practice for the Inland Revenue to^ give long credit to 
firms accounting for tax deducted under PAYE. 


. We shall be glad to forward. letters to Mr Worthington. 


= Editor.] 


The 'Body-shunting' Trade | 
SIR, — Í have to take issue with Mr Bradley (August roth issue) 
on ‘body-shunting’. | 
Among my other activities; I am ‘directorially involved with 
a small employment agency in London, and through a sub- 
sidiary firm, operate a similar office staff service locally. ` 
My findings are that it is far more economic for an employer 
to let an agency do the hard work for him, than indulge in the 
cost-consuming efforts himself. Your experts on costing will 
easily tot up the figures involved from initial advertising to 
appointment; they are tremendous. SEN Le 
. I do not propose to enter into discourse about the concerns 
named in recent publicity whose affairs are ‘deficient’ despite 


` x the employment of the ‘elite’ of the profession, whereas smaller 


agencies maintain excellent control, but I agree the point about one 
week's salary now becoming 5-10 per cent, although my bureau 
charges 4 per cent and then can face a loss-on staff léaving 
within ten weeks. PN s | | 

The supply and demand factors are perfectly natural in agency 
cases. Not all jobs are advertised, or available through the State 
agency (e, Department of Employment -and Productivity), 
and the Government, having placed this department on an 
equal footing with its commercial counterpart, must see some 
advantage in it. Hp ^ sa 

Basically, two goód services are offered, at well below econo- 
mic cost to the employer. The one main criticism which should 
be dealt with are those agencies whose advertised vacancies that 
morning have ‘been filled’ when you ring the same.day, but 
‘register with us for the next one’. Unfortunately, the account- 
ancy agencies, in my experience, are particularly adept at this. 

. ` Yours faithfully, . 

po E. A.. PHILLIPS. 
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Academic Education for Accountancy 
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CONTRIBUTED 


The student contributor of this article nt on what he regards as some of the problem areas in 
! education facing The Institute of Chartered Accountants in England and 
Wales at the present time, and touches on some possible solutions. 


IN recent years The Institute of Char- 

tered Accountants in England and 
Wales has attempted to' identify the 
limiting factors in its development 
potential and although it has come up 
with a variety of answers (some reason- 
able, others misguided), there remain a 
number of major basic drawbacks in the 
framework and in the philosophy which 
will not be solved or compensated for no 
matter how many working parties, steer- 
ing committees or ad hoc reports are 
encouraged. 

One such drawback is the not altogether 


surprising fact that the Institute does not: 


properly understand education needs. 


This inadequacy will not be cured by. 


attempts to improve accounting standards 
or district society attendances but, as 
I believe Professor Solomons will soon 
attempt to prove, it is possible by radically 
changing the educational basis to'go 
some way towards finding a solution: to 
the academic and technical shortcomings 
sometimes evident within the profession. 


Series of compromises 

As welcome as the new policy is, it is a 
short-term policy when the thinking 
should be long-term. No matter how the 
Parker and Lickiss reports sought to find 


the correct combination of factors neces-, 


sary to educate chartered accountants, 
they were both relatively out of date at 
the time they were published. They are 
simultaneous equations which show how, 
with different multipliers, the sum of 
ability (academic and practical) divided 
by the lack of involvement by the 
Institute, will ` equal | chartered 
. accountant. 

The inability of the Institute to cadens 
stand the use of basic pre- experience and 
 pre-examination education is partially 
brought ábout by shortcomings in educa- 
tional methods and in the tuitional 
` structure. The sort of compromise we are 
left with will inhibit, to a damaging 
extent, the essentia improvement of 
educatiorial. standards and the equally 


essential development of technical and: 


professional competence. 
The areas in which these compromises 


w 


and limitations circumscribe the possi- 
bilities for more meaningful academic 
education of chartered accountants can 


be summarized under the following. 
(1) the academic tradition; . 


headings: 
(2) techniques in tuition; (3) techniques 
in appraisal; (4) the gap between theory 
and practice, and (5) the Institute's 
policy towards education. 


The academic tradition 


Compared to the USA and even (lie 
continental systems, there is, in this 


-country, no academic tradition in ac- 


countancy ‘education. Professor Stamp 


relatively new development only recently 
gathering momentum. 

At a lower level, lecturers adhere to 
the Mr Chips image of a schoolmaster 
and seem to have learned little from 
advances in techniques and contribute 
little to the theory of science or account- 


ancy. This criticism is primarily applic- ' 


able to the public sector-tutors who are 
bound -by' things more practical than 
intellectual commitment. 


Created by the needs of students to 


supplement their practical experience by 
examination technique, the profession 
can now boast the largest private pro- 


fessional education system in Europe. It : 
.sells instant education, and this will 
achieve only temporary results If we are 


to have sandwich education then it must 
be a comprehensive education and not 
compressed into eight weeks as simply 


from this lack of academic tradition is. 


that the policy towards the training of 
accountants supports piecemeal education 
sandwiched between examinations and 
large slices of practical experience. 


Techniques in tuition vang 
appraisal 


Methods of teaching have changed little 
since the time of David Copperfield. The 
overhead projector is ‘merely a sophisti- 
cated blackboard, yet it can (along with 


- other equipment) be seen as the sum total 


- will point out that the idea of Chairs of” 
- Accountancy in British universities is a 


‘study leave’. By forcing students to seek - 


hurried, specialist education, you do not 


encourage, in either-the public or private 
sectors, 
temples. 

The reasons’ for the growth of the 


existing system in accountancy education 


"d 


.the need to create academic. 


of the innovations in teaching techniques. 
Class contact is still thé major criterion 
in assessing education input and the 
student is encouraged to regurgitate in 


accordance with a fixed teaching process.: 


This is learning by curriculum. There is 


no real academic drive nor is any involve- : 


ment with the end product éncouraged. 
The strength of oral tuition is its 
flexibility and the increased possibility 


that the audience will learn by participa-: 
tion. Yet we find the free-range concept | 
developing into the battery process. The , 
number lectured at any one time is not ' 
all that important but as the sole method - , . 


of class contact, it is Dickensian. The 


follow-up must be adequate to hold the : 


interest and attention of the class as well 


_as providing a means by which the dis- 


parities in ability and knowledge can be - 
catered for. 

It is not Seege for tëachers to a 
solely upon presentation. The possibility 
of being interested by a lecturer with 
personality and the ability to teach are 


slight. Nor can those assets be injected . 


into someone chosen wholly on the merit 


Of intellectual achievement. Yet method 
can supplement ability, particularly when . 


the increasing technicalities of education , 
accentuate the inadequacy of many 


‘teachers to cope SECH 


are basic and to find’ a solution these. 


reasons must be identified. You could 
blame the historical necessity to use the 
correspondence method; you could 


suggest it has grown out of the depend- 
ance upon the large firm to provide the 


technical impetus. However, I believe 
the reason “ny the profession suffers 


| Appraisal of candidates 


E 


Far more evident than the shortcomings 


in tuitional techniques are the methods 


used by the profession for the appraisal ` 
of candidates. Not only are the standards 
low enough to provoke a SE American 
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accountant to inquire GE the Part I 
.. papers weré for: book-keepers, : but the. 
," Manner in: which the student is tested: for 
“technical ability and theoretical knowl- | 
SE “edge; is rudimentary.: and . exceedingly’. 
es impreciso. Examination by thesis; disser-. 


‘tation and continuous assessment, casé. 
studiés and superyised. practicals ate: 


` ignóred in favour of tests of memory and 


technique. How ‘can an educational 
"system change when at. the end there is 
‘the . same type: `of ` examination?. The 
changes ` proposed in.the Lickiss' Report 
are-in, no way far-reaching enough, ál- 


e though they do include ep on, for. 


‘experiments’. 


"The gap between dee and practice : 
will be^filled by more relevant methods . 
of: appraisal. Yet in the meantime the ` 


X problems of applying a criterion of ability ` 


- to a student. trained in Minehead and 
one -articled in Moorgate, with the. vast 
~ chasm of difference existing between their 


.. experience, and the additional problem 


Y 


of training within’ the profession; when 
accountants will leave it upon quali- 
. fication, will continue, to restrict’ the 


` possibility that the Institute will alter ` 


the emphasis of the examinations. Al- 
though in reading section `V, paragraph ` 
35. ‘of ‘A policy for education and: train- 
ing’ it seems at least the problem is being 


e "identified. 


E ` Problems of control | 
In some, ways the Institute is "ts own 
- . “worst enemy. For example, the creation 


-of an artificial and- unrecognized course 


. (the foundation or nine-month ¡course) 


brings with it problems of control, ` 


_ monitoring and administration" which 
could have been undertaken by: the . 


- Government. The Scottish Institute seem 
to - have- recognized this problem by” 
suggesting. the HND as the iL 


- foundation. 


: sector, the. courses which the private ` 


. The Institute then T in the public: 


sector cóuld' not do" (foundation and 
"graduate: conversion) and presents to the | 
. private sector the lucrative and'expensive 
courses which the, polytechnics’ ‘would : 
ae but do not have the space to operate. 

. To stick to-articles as- the basis of 


practical training is ‘ludicrous if you .. 


- consider-that what is really required 1 js.a: 


.. post-academic education. experience re- . 


- quirement. Experience. and training con-: 
_ tracts-are in no way synonymous, yet the 
Institute persists in pre-supposing” that 


. the former can only, arise out of the latter -- 
. and declines to enforce interim submission 


of the ‘admirable Training Record. to 


- monitor the extent of a trainee’s practical . 
education. Linked. private study. and oral. 


tuition programmes are fine if viewed in 


` relation to-the system. -they are intended : 


to replace, ya Mey are Boe a: com- 
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“promise , ERN af ES E to T ned 


för more comprehensive education: 


"My, comments may be interpreted as- 
criticism of the Lickiss.Report: and, of. 


course, they are'just that; but generally 


2t welcome this attempt by: the Institute 
` to bring its education’ and training. ideas 
- into line with realistic standards. How- 


ever, it is only a small step, a slight 


change mm basis. To think it. answers 
more than a few problems i in the academic. 
š education’ of accountants is delusion. 


UI 


` FULL AGENDA FOR 
ACASS COUNCIL .. - 


FINAL details for the Birmingham Council 
of the Association of Chartered Accouñt- 


d a 


President, Secretary and members of the 
executive have been working overtime 
to bring out comprehensive reports on 


the topics which have been examined : 
during the last six months and a formid- `~ 


‘able list has. been produced. ‘Subjects 


range from industrial secondment, sand-- 


wich courses and counselling: service, to 
RE and a national student 


“body. _.. - E Poly 
- "Two" important, areas for research are ' 
` the possibility of extending the scope of 
` an inquiry into local. education authority 
grants to include all types of financial .` 
aids for students, such as tax planning 


by the” principal, ‘etċ; and to examine 


' alternative ways of i improving the position M 


of the articled clerk.. ` 


"The September Council is to follow a ` ` 


systern of syndication. Delegates. will be 
divided into eight syndicates of no more 
than teri people, and acting on the lines of 


“mini-councils” these groups will discuss 


all the proposals submitted to the Council 
for consideration... The- benefits. are 


-obvious and it is hoped that the greater . 


opportünity for ali delegates to contribute 
to discussions, in depth will increase the: 


. general understanding of the . problems 


, facing SE pes today. 


"T" on 


Societies to be.held -in * 
September are now being prepared. The ` 


| A S r, August 31st, 1972 
E D LONDON STUDENTS’ 
. SALARY CAMPAIGN 


- IN view of the recent publicity given to 


the salary campaign, the Committee of 
the London Chartered Accountant‘ Stu- 
dents’ Society feel that the official policy 
of the Society should be made known, 


-and has.issued the following statement: 


‘The Committee -are unanimous in 
their support for 'a recommended mini- 
mum salary of.£r,roo, but only as part 


~of their policy of a general Improvement 


in conditions of employment, and that 
salary should take ‘its place alongside 
education and professional. training and 


. * should not dominate negotiations. 


‘It should be further understood that: 
these negotiations will be conducted in a 


" manner befitting a professional body and 


hot with a militant approach. 


` Tn: furtherance, of the Committee’s 


belief -in a. ‘policy of improvement in 


conditions, "ACASS -have been asked. to 


| handle the. campaign on a-national level.’ 


OLYMPIC ‘SAILING ` 
JONATHAN FALKNER, who is in his ‘third’ 


_year of articles, with ‘Passer; Miller & Co: 


of London; is ‘sailing at Kiel;- "West 
Germany, ina Soling’. Class. tune-up 
boat. Each Olympic boat has a tune-up 
boat to «sail against so that adjustments 
can be made in the competing boat to 
ensure tHàt it is at peak, performance. 

- Jonathan, who is 21, Ze a member of- 
Bosham - Sailing Club and its. team 
captain. In the Olympic trials. he was. 
m Pann in Searcher Il. E 


" 


SALTY SOUTHAM PTON 


"ABLAZE with . bunting, the good : «ship 


Verda welcomed students and friends 


-aboard at the Southampton Royal Pier 
for, the first nautical venture to be 


arranged by. Southampton ‘CASS. The 
fine,. warm night 'encouraged many `of 
the 140 passengers tó remain on the open 
decks as. the : vessel: steamed SÉ the 


. Solent. o sos | 


Highlight- of the evening cruise : dox 
many. was the close look at the German 


S squaré-rigged naval training ship. Gorch 


- EDUCATION CONFERENCE - 


CONSIDERABLE ' progress has been made 
with the arrangements, for thé Education 


Conference which, with finance provided . 
>by Arthur Andersen & Co, is. being held 
by ACASS from December rst to 2nd, at. 
- Chartered Accountants’ ` Hall, Loridon. 

Delegates will represent all bodies of. 


accountants in Great Britain and Ireland 


and will also be present from the. Con- 
tinent and.the USA. Professor Solomons. 
‘has agreed to address: the. conference; 


which. will be on. the general. theme . 
Short: 
UNE. finishing 'a at about I2. dn a.m 


“Education for International Public: ll 
y 


Ir 


Foch at anchor in Cowes ‘Roads, with its 
masts and. ‘crosstrees ` etched starkly 


. against the evening" sky. The 1,700 ton 


ship-was an early arrival in preparation 


~ for the Tall Ships Race the following: 


week ahd it was accompanied by the. 


.Schooner Captain Scott, 


An hour was spent ashore at es 


exploring the small ale-houses and: quaint 


cobbled alleyways of the famous yachting 
centre. ‘The -lively return voyage to 


‘Southampton featured much dancing and 


handclapping to the discotheque and a 
“singalong” with: a. folk group, 


t s ` 
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August, 31st, 1972... 


Notes | 
and 
Notices | 


PROFESSIONAL NOTICES 
The partners of WHINNEY Murray & Co, 


ind: WHINNEY Murray Ernst & ERNST ` 


announce with regret the retirement from 


their Cardiff office on August 31st, 1972, 


of Mr T. H. Trump, F.c.a. They also 
announce «the admission ón September 


1st,. 1972, of Mr E. O. M. EILLEDGE,. 


into their London partner- 


M.A:, A.C.A., 
ship “and of Mr J..M. D. CURTEIS, A.C.A., 
into their Cardiff partnership. 


WHINNEY Murray & Co, Edinburgh, ` 


announce with regret the. withdrawal 
from their partnership on. August 31st, 
1972, of Mr N, F. S. WILL, D.$.0., C.A., 
consequent upon his appointment as 
Secretary of Merchiston Castle School. 


WATLING 8 PARTNERS, Chartered Ac- 


countants; of Bristol, announce that they 
have now moved into new premises and 
their address from August 3oth. is 
St John’s Court, John Street (off Broad 


Street), Bristol BS1 2EN. Telephone 


299891 /2. 


APPOINTMENTS 


Mr Harry Copestick, M.A., C.A., has 


been appointed a director of ‘The, 


‘Wellcome Foundation with effect from 
September ist. Mr Copestick joined 


the Foundation in 1962 and has been: 





group corporate planner since May 1971. 


Mr R. Settle à 


Mr H. Copestick - 


Mr Ralph Settle, B.A. (com. J) A.C.M.A., 
has been appointed management ac- 
countant of Taylor, Law & Co. 

Mr W. R. Anderson, F.C.C.A., has been 
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| mre group did àccouhtant of thé: 
- British. Airways Board with effect from- 


September 1st. 

Mr W. S. Cox, F.C.C.A., T beeñ 
appointed héad of finance of J Lyons & 
Co, in addition to his present responsi- 
bility as group chief accountant. : 


Mr Charles Gower, F.c.a., secretary of ` 


. John McLean & Sons, the Midland-based 


estate development company, has become - 


a director of the company. He is at present 
a director of all the group’ s main sub- 
. sidiaries. 


Mr G. W. Partridge, F.C.A., F.C.I.8., has 


been appointed. to, the board. of Inter- 


.. national Hi SCH š 


OBITUARY 


- Mr Andrew Stewart, 
C.B.E., C.A., F.C:M.A.,-F.C:1.8. 
We record, with regret the death- on 
Thursday of last week of Mr Andrew 
Stewart, C.B.E., C.A, F.C.M.A., F.C.LS., 


“President of the Huddersfield Building 


Society. . ~=- 


Mr Stewart, who was 77 years 'of age, ' 


had been a. mémber of the Scottish 


Institute since 1918 and of The Institute -° 


of Cost and Management Accountants 


- since 1923. A well-known champion for ' 
` tax relief for building societies, his first 


contact with the movément came in 1928 


when he joined the Huddersfield Building, . 


Society as its general. manager. 
The energy. with which Mr Stewart 
devoted himself to the role of building 


- societies was quickly recognized, and he 
‘became a member of the Council of The ' 
. Building Societies, Association in 1932, 


later serving as Chairman from 1946 to 
1948. In addition, he served as Vice- 


- President of The Building Societies 
House- | 


Institute and the National 
Builders Registration Council, and was a 


member of the Council of the Inter- 
national Union of Building Societies and : 


Savings Associations. - 

‘chairman. of the 
Association from 1938: to 1966,. he 
maintained. a constant barrage against 


Chancellors of the day on the rights of. 
, building societies for adequate tax relief. 
‘There can be no doubt that his work Im 


this area achieved much for the building 
socleties movement and in recognition. of 


this he was awarded the Poen in the SE 


. Birthday Honours List. 


Mr Howard A. Diamond, F. C.A. 


The death also occurred on "Thursday of 
last week of Mr Howard A. Diamond, 
F.C.a., a leading member of the Society 


of Friends (Quakers): He was 24 years of 
age. i 
^A Educated at he Quaker Schools of » 
Saffron ‘Walden and ` Bootham, he was 


+ 


“Wales in 1922. He had a long association" 


"The Board’ of Inland Revenue ` bere | 
, authorized the following extra-statutory , 


aon d 


‘Committee of the- Building Societies " NEW GRADUATED INSURANCE 


- . ` a wa e E 
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. with the London Missionary CZ ae GH 
serving as its financial secretary “irom? y 637 SC 


. 1928 to: 1952, and later held the office fno sen 


honorary treasurer of the Conference of 
British Missionary Societies. 

. Treasurer of the Friends World Com- es 
mittee from 1955 to 1967, he also served. 
as a Vice-Chairman of. the Friends’ 


Service Council — the Quaker organisa- °: = ` 


tion concerned -with overseas relief — 
and was at one time Chairman of its 


| China ES 


CORPORATION TAX ; 
"Borrowing and Lending 
of Securities 


concession: i 
Where the borrowing and lending of . SS ^ 
securities takes. place in circumstances in . 
which the lender patts-with the legal 
interest in the securities and is repaid 
in other securities of the sane description, -. 
an occasion of ‘charge to tax may arise 
under Case I Schedule D or the capital ` 
‘gains ‘provisions depending on the cir- 
cumstances of the.lender. f 
Such borrowing and lending is not ' 
treated as a disposal for tax purposes : 
"where it takes place in conformity with: 


f 


` 
wä 


-1 


- standard practices designed to preserve . 
_a fluid market in securities and in satis- 


X 


faction of bargains, under agreements 
entered into between the Inland Reyenue, 
the Bank of England, the Stock Exchange 
Council and the London Discount Mar- . 
ket Association. 

Where 1n, due course dere? 1s a normal. 
disposal of-the securities by the lender, ©. 
the original. cost of the security to the . 
lender is thé figure taken into account for ` 


" tax purposes. 


. CONTRIBUTIONS 


'Fables. slowing the new: rates of weekly — 
and'monthly:graduated National Insur- >, 
ance contributions which come into force ^ `j 
on October 2nd, are given in The National _..~ _ 


Insurance” (Assessment of Graduated : 


Contributions) Amendment (No. 2) Regu- - 
lations 1972 (S.I. 1972 No. 1259) pub- ` 
lished last week. Copies of the tables have : 
been sent to all émployers. 

The rate of graduated contributions, 
payable on earnings between £18 and io 
a‘week will be increased from 4:35 per 


cent to 4°75 per cent, and contributions of 


475 per cent will also become payable | 

on earnings between £42 and £48. ` 
There will be no increase in graduated. 

contributions . IPIE by 7 M 


- 
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employees who earn. less than £18 a 
week. 

These -new rates of graduated : con- 
tributions will help to meet the cost of 
increases in flat-rate pensions and other 
social security benefits due to come into 
force at the same time. 


REPEAT OF LDS VAT COURSE 


Due to the enormous response — over 
800 applications have so far been re- 
ceived — the one-day course on VAT 
arranged for September 12th (The Ac- 
countant, June 1st) by the London and 
District Society of Chartered Account- 
ants, will be repeated in all respects on 
September 18th. 

Under the chairmanship of Mr Geoffrey 
Vieler; F.C.A., the panel of speakers 
will include ‘Messrs Fons Simons, of 
Royal Dutch Shell, The Hague; 
James MacLeod, C.A., F.T.1.1.; Bruce 
Sutherland, 'F.C.A.; Paul de Voil, B.A., 
F.T.I.I., and Philip Lawton, B.A., LL.B. The 
venue will be the Café Royal, Regent 
Street, London Wi, and the fee £15, 
Inclusive of morning coffee, lunch, 
afternoon tea and gratuities. 

The September 12th ‘session is now 


fully booked and further applications. 


will be accepted only for September 
18th — with the exception of members 
wishing to observe the Jewish New Year 


on the latter date, who will be accommo- . 


dated on September 12th as far as pos- 
sible. Applications should be addressed 


to LDSCA at 56 Goswell Road, London , 


ECIM 7AY (or-253 4518). 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The objects of the Fellowship are to 


promote fellowship 'among Christians 


preparing for and engaged in accountancy 
and thus to seek to extend the Kingdom 


of God. The programme arranged for. 


1972-73 includes three evening discussion 
meetings on (1) Dealing with people; 
(2) Dealing with things; and (3) Dealing 
with time. The first date is ‘Tuesday, 
October roth. 

The meetings are being held at Char- 
tered Accountants’ Hall, Moorgate Place, 


London EC2. Discussion begins at 6.30 + 


p.m. and ends about 9 p.m. Coffee and 
biscuits are available beforehand (6.15 


p.m.) 


à SEE 


JOHN FOORD € 


LELE 


ACCOUNTANT 


T he Fellowship annual dinner has been | 


planned for Tuesday, February 6th, 1973, 
at The Constitutional Club, 86 St James S 
Street, London SWr. 

In addition to these arrangements, there 
will be meetings for. Bible study and 
prayer at 1 p.m. on the first Monday of 
each month. A City meeting is held at 
the Church of St Peter-upon-Cornhill, 


. London EC2, and a West End meeting 


in the Vicarage -of Christ Church, 
Mayfair, 21 Down Street, London Wr. 

~ Membership is open to all who are 
engaged in or studying accountancy in 
all its fields. Membership forms are 
available from the Membership Secretary, 
Mr R. J. Carter, B.COM., F.C.A., 6 High- 
field Drive, West Wickham, Kent (01-777 


4716)(01-434 1533. 


Lunchtime Meeting 


Sir Timothy Hoare, Br, will lead ‘the ` 
first lunchtime meeting of the 197273 
‘session with Mr Robert Ewan, F.C.A., 


the chair, at St Peter’ ag Coni 


Threadneedle Street, London EC2, on . 


Monday, September 4th. It will be an 
informal discussion on the general subject 


' of prayer which is to be considered in 


more detail at the following monthly 
meetings. 


The meeting will begin at 3 p.m. and ` 


last about three-quarters of an hour. A 
sandwich lunch will be available ue 2 sp). 


ICMA STUDENT WINS  . 
POSTGRADUATE EXHIBITION 


The Institute of Chartered Secretaries 
and Administrators-has awarded its 1972 
University Postgraduate Exhibition, 
worth £600, to Mr Laurence Llewellyn, 
of South Woodford, London. 

Mr Llewellyn, who is 24 years old, has 
passed Parts I-IV of the examinations of 
The Institute of Cost and Management 
Accountants, and, is due to sit ES V 
in May 1973. 

A graduate in management sciences of 
the University of: Manchester - Institute 
of Science and Technology, he is at 
present working as a sénior financial 
analyst with Ford of Europe Inc., at 
Brentwood, Essex. 

He intends to use the Award to study 
for a Master of Business Administration 
degree at Cranfield Institute of 


61 QUEEN’S GARDENS, LONDON w2 3AH 


REVALUATION OF ASSETS 


| 
August 31st, 1972 | 


CORRECTION 


In our report of the appointment of the 
first Board of Trustees of the American 


. Financial Accounting Foundation (July 


27th issue), we incorrectly identified _ 
Mr William H. Franklin, c.p.a., as 
‘chairman of the new board of trustees’. 
The President of this board, we are 
asked to state, is in fact Mr Ralph E. ` 
Kent, C.P.A., managing partner of the 
firm of Arthur Young & Co, New York, 
and a Past-President.of the American 


Institute of Certified Public Accountants. 


We offer our apologies to Mr Kent and. 
Mr Franklin for this error. - 


“ANAGRAMMATIC’ 


The solution to last week’s ‘Anagram- 
matic’ crossword compiled by Kenneth 
Trickett, F.C.A., 18 as follows: 
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EXECUTIVE SELECTION 
IN SCOTLAND 


Aiming to bring professional ex- . 
perience directly to bear on the 

" recruitment of all levels of mana- 
gerial and technical staff, a new . 
executive search and selection con- 
sultancy has recently been opened 


by Hoggett Bowers & Partners at 
125 St Vincent Street,- Glasgow. 
: The directors of Hoggett Bowers 


are Mr Brian Hoggett, F.c.a,, 
J.DIP.M.A., and Mr J. A. T. Bowets, 
M.A., Á.C.A. Mr J. C. Brown, a 
native of Glasgow, has been ap- 
pointed regional director of the 
Scottish consultancy. : 
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THE SOCIETY OF COMMERCIAL ACCOUNTANTS 


Limited (by guarantee) 


was established in 1942 to provide a professional organization for accountants and financial executives 
employed in commercial, industrial and other undertakings, and to promote and encourage the study of the 
special problems relating to the design and use of accounting procedures tn the service of management. 


Membership is obtainable by examination only. The syllabus has been developed to meet the needs of 
industry as distinct from those of public practice. The commercial accountant must be a specialist, trained in 
business for business: his function is to devise systems for recording, analysing and presenting the information 
which management requires if it is to reach rational decisions. 


Detailed syllabuses and further information as to eligibility for Registered Studentship (or, in the case of 
qualified or experienced accountants, Senior Registered Studentship) may be obtained from the Secretary at 


40 TYNDALLS PARK ROAD, CLIFTON, BRISTOL 8. 


Accountancy Tuition by the Metropolitan College for Examinations 


J.Dip.M.A. the Highest award available to - 
Accountants in Great Britain 


Certificate in Management Information 


The Joint Diploma in Management Accounting Services (promoted 
by the three Chartered Institutes and the ACCA, ICMA and IMTA) is 
for the purpose of improving the standard of Management Accounting 
Services which the profession can give to industry and to provide a 
qualification for accountants in industry and those acting as con- 
sultants to industry, the possession of which will indicate the 
holder is wholly qualified by experience and by examination in this 
field. The Certificate in Management Information (sponsored by the 
Institutes of Chartered Accountants in England and Wales and in 
Ireland) is for the purpose of encouraging study in the increasingly 
important field of Business Administration and Organisation. 


The subjects-of examination for the J.Dip.M.A. Part l, and C.M., 
for which the Metropolitan College provides expert postal tuition, 
are: Business Organisation and Administration, Design of Systems 


‘College, St Albans, stating the examination in which 


and Data Processing, Management Information and the Use of 
Analytical and Statistical Techniques, Financial Management and the 
Use of Accounting Information, J.Dip.M.A. Part Il examination 
comprises a thesis and a viva thereon and is open to candidates who 
have passed Part | examination and have at least five years qualified 
experience. Those who qualify for the Diploma have the right to 
use the designatory letters J. Dip.M.A. 


Examinations are held annually, each October in London, Man- . 
chester, Glasgow, Belfast and Dublin. | 


Please write for full particulars to The Principal, 
B. Mendes, B.Sc.Econ., F.C.A., (Dept Af), Metropolitan 





you are interested. 


Metropolitan College, St. Albans 





„Accredited by the Council for the Accreditation of Correspondence Colleges 


Member of Association of British Correspondence Colleges 


\ 





WHILE STOCKS LAST AND STUDENTS GASP AT THIS UNREPEATABLE CHANCE. ‘OFFER LIMITED 
SFO UK. THESE COURSES, FULLY UPDATED FOR 1971-72, BUT WITHOUT THE QUERY SERVICE, - 
E o" ARE SUITABLE FOR THE FOLLOWING EXAMINATIONS AND FOR PERSONS WHO WISH TO UPDATE: 
A" sSsi INSTITUTE OF TAXATION ASSOCIATESHIP INTERMEDIATE. OCTOBER 1972. | : 
E EM . * SS.1 &:SS:2 INSTITUTE OF TAXATION ASSOCIATESHIP FINAL. OCTOBER 1972. Go 
` NM | .* TAXATION. PAPERS ‘OF LEGAL & ACCOUNTANCY .BODIES. AUTUMN/WINTER 1972. 


|‘THE BEST TAXATION COURSES| 


t M. ex CONTENTS ALL UPDATED FOR 1971-72. 
- SSI. INCOME TAX, SURTAX, CAPITAL GAINS TAX & SS2, EXECUTORSHIP, & ESTATE 
ORPORATION T DUTY 
Pee E De ec Ed MSS cus and Reliefs. Interest and Charges. 
, 2. Sch, D. Cases 1 and Il. Adjustment of Profits. ` 
-; 3. Basis of Assets. Cómmencement and Cessation. Change of Accounting Date. 
"4; Capital Allowances..- 5. Capital Allowances (Cntd.). 6. Losses. 
: 7.: Pártniership, Separate Assets, 8. Sch. B, C, D. Cases lll, IV and V. 
a2 9. Sch; D. Case Vi. Sch, A. 10, Sch, E. Surtax, Special Charge. 
` dh Sch. D. "Case VII. C.G.T. Introduction. 12, C.G.T. Exemption and Reliefs. 
5% 13: CGT: Companies, Husband and Wife, Wasting Assets. Options, 
(07447 C.G,T.- Quoted Securities. Takeovers. Bonus and Rights. 
. ^ 45. Corpn.;Tax. Principles. Income and Charges.  ' 
r 16:7 Corpn. Tax. Losses and Group Relief. 


- 17, ¡Corp Tax. Sch. F, Including accounts treatment. ; N textbooks! 


E E "18, CorpneTax,! ¿Close Companies, Amalgamations and Lidia dana; 
19. Double Taxation Relief. Relief for Non-Residents. SE supplements! 


20. Discovery. Negligence; Fraud, Back Duty. 


: n SOLE TERMS : CASH WITH ORDER S$1£i250 SS2 £615 


THE MARKET? rss 


Are you on our Mailing List? If not, you are 
strongly advised to submit your, name and 


THE COLLEGE OF TAXATION ` pleased, ta, past you deall ot 1973 pros 








. The Will € Personal Representatives, 
Estate Duty. 

. Estate Duty (continued), 

Intestacy. 

Legacies, Distribution of Estate. 
Writing-up problems, 

.. Advancement & Hotchpot. 
Statutory Apportionment. 

, Equitable Apportionment, 

, Trusts & Trustees, 
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21-OAKBURY ROAD gramme and the special privileges enjoyed by 
AE Members of this College. Meanwhile, it is 
LONDON SW6 regretted that we can accept no more e Members 





Telephone 01—736 8389 for 1972. 
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HENRY UTCHER & cot 


(MEMBERS OF THE. PROFESSIONAL INSTITUTES) - 
Specialist Auctioneers, Surveyors and Valuers operating in thé British Isles and Gage 


FACTORIES, PLANT AND MACHINERY 


i | AN INVENTORY OF PLANT AND MACHINERY E. d 
Eat by Henry Butcher & Co with every item priced is an assurance of maximum settlement of a claim for 
oss by fire. 








A SCHEDULE OF FACTORY BUILDINGS | 
Se prepared Bs Hea Butcher & Co priced on today’ s replacement cost is a safeguard against a rebuilding liability 
"Ip the event of loss by fire. i 
A VALUATION OF PHYSICAL. ASSETS A i E 


as a whole (complete with Inventory of Plant and Schedule of buildings) by Henry Butcher & Co is a sure | 2 
basis on which to calculate the value of any Manufacturing Concern from the point of view of earning capacity. 


THE DISPOSAL OF FACTORIES, PLANT AND MACHINERY 


Henry Butcher & Co are one of the leading Agents in. the country specializing in the sale and letting of 
Manufacturing .Property and are therefore in a strong position to render first-class service to (a) those firms 
seeking Additional Factory. Accommodation; to (b) owners of SE Factory Space and Plant and Machinery 
wishing to dispose of same. l | | : 


| HEAD OFFICE | 
59-62 HIGH HOLBORN, LONDON WCIV 6EG 
Telephone 01—405 8411 (9 lines). Gime Penetrancy, London WC1 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BDI8 3HH 
Telephone NU DB 0274) 57444 ' 
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.. Principals with the 
responsibility for training 
newly articled clerks ` 


should ensure that the best course of. action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
. that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 





Metropolitan College unassailable record 
of Examination Successes. | 


At the professional accountancy examinations, for which the Metropolitan College provides 
Expert Postal Tuition, students from the College have obtained — 


.. MORE THAN 45,000 PASSES and 
. MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 
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Practical. Workings of VAT ^ 


A CONTROVERSIAL point, consequent upon the 

introduction of VAT, bas been the treatment appro- 
priate to stocks on hand at April rst next year. In the chain 
of distribution, many items will have borne purchase tax: 
and the need to mitigate — 1f not to eliminate — the double 
incidence of purchasé tax and VAT has occupied much 
attention. 

The Financial Secretary to the Treasury clashed in 
Standing Committee of the Finance Bill. with Mr Joel 
Barnett, F.C.C.A. (Lab., Heywood and Royton) on the 
possible introduction of schemes for repayments or re- 
bates in respect of tax-paid stocks The Financial Secretary 
drew attention to the need to. establish the exact purchase 
tax content by reference to invoices (many of which would 
have been tax-inclusive) and to reductions in the rates in 
recent years, which might preclude a satisfactory answer 


despite scrutiny and a full stock-taking. Indeed, the dis- , 


‘persal of tax-paid stocks among half a million retailers 
would put a tremendous strain during the transitional 


period on thosé in trade — nót to mention accountants, . 


auditors and the Department of Customs and Excise. 

It comes as something of a shock, therefore, to learn that 
stock-taking at April rst, 1973, will be of the essence of 
the special schemes for retailers with significant supplies 
of both zero-rated and standard rate goods. Acting under 
the authority of the recent statutory instrument, SI (1972) 
No. r148, the Department has issued Notice No. 707 
which describes the schemes available where it does not 
appear to them that the retailer could reasonably be 
expected to operate the normal rules in all their 
rigour. 


"Ihe first step Is to take stock, because it is a condition. 


of both the main schemes (designated 3 and 4) that the 
retailer has a record of the total amounts that he expects to 
charge his customers when he sells the goods which are 
in his stock at the time when he begins to use the scheme. 
The calculations will necessarily take account of the different 
selling prices of different lines, and it.is essential to dis- 
tinguish .standard and zero-rated goods. However, a 


complete physical stocktaking is not envisaged, provided 


- 


that a passive accurate eyaluation can be bel in 
some other way. 


A similar exercise has to be performed as regards goods: 
received for retailing in each of the prescribed accounting - 


periods throughout the VAT years during which the 
scheme is adhered to (a change of method can normally 


be arranged at the end of a complete year). Initially; : 


‘stagger periods’ will occupy a place in the VAT vocabu- 


lary, reminiscent of the 'straddling periods' relevant for 
corporation tax. One may hope that all businessmen havé 
now identified their niche in the trade classification set 
out in form VAT 41, based on the Standard Industrial 
Classification. 


The main group will enjoy a stagger ach of five months 


eT 


from April to August 1973 and thereafter will experience : 


three-monthly periods. This group comprises all manu- 
facturing, construction, mining and quarrying; insurance, 


banking, finance and business services; professional SE ; 


cluding accountancy) and scientific services. 

A four-month stagger period to July 1973 awaits m 
culture, forestry and fishing; the non-retail distributive 
trades; dealers, e.g., those leasing industrial and office 
GE and miscellaneous services 
consumer outlets. The conventional quarters ending at 


June 1973 and thereafter at: September, December and 
March are reserved for retail distribution of goods (ex- 


cluding road vehicles — a service), transport and com- 
munication. 


Registered persons who are partly exempt will also be | 


included in thé conventional quarter group. Their first 


including all, 


three periods will end at December 31st, 1973, and opening . 
stock figures will influence the calculations of liability.. 
applicable to those periods for retailers operating scheme 4 | 


— although they will be ignored thereafter, because the 


. retailer will use a moving twelve- monthly analysis: This is a 
simplified version of scheme 3 where the opening stock 
figure, an analysis .for twelve months and a closing stock 


figure all enter into the calculations. 


The Department suggests that schemes 3 and 4 may be " 


found more suitable for multiple shops and other a d 


4 


na" 


} 


- +` 


— 


- 
F 


| ee basis so that IN becomes INI-+IN2. When the ` 


` 


"RE 


ër 


who c can cónsistently SE all Ges quantities and diferent” 
lines of goods received in their shops for retailing i in terms 
of the prices (including VAT) for- which they will be sold. 
It is noteworthy: that separate schemes (or a non-scheme) 


‘may be appliéd in distinct departments "mr accounting * 


` units, although a mixture of schemes is not permitted. 


A formula can be constructed, ising the abbreviations 


ON to indicate stocks$'on hand —.ON1 at'the beginning of. tlie 


‘indicate goods received in the relevant periods; and the 
suffixes SR and, zo to distinguish . standard rate and zero- 


7. rated. goods. These values. are expressed in-the common 
currency of tax-inclusive selling prices." Mathematically- 
- minded readers might welcome. the condensed explanation. 


which this formula: affords: 


be 


- (oNI-FIN)SER CQ ° | 1. 
i x takings x —- 


(Onzas FONTE NEO YI 


-period to June 1973.. | S , 
Verbally. expressed, the total selling value of goods re- 
ceived plus opening stock is ascertained separately for the 
standard rate category and the combined category so’ as to 
yield the ratio of standard rate to total values — ‘the 
‘fraction’ applicable: to gross takings. 
- The calculation for the second period is effected on a 


` third period ie finished, the goods received will comprise 


the whole period. ending at December 1973 from. April, . 

the opening stock at April; ‘continuing to enter into the’. 
formula. But-at the end. of the twelve-month, the annual 

adjustment requires to be made .by deducting the value ^ 
“of the closing stock, although this exercise. will be per~ 
formed separately after the tax for the fourth period has 
been. ascertained from the formula as before. The: final E 


formula will read : 
(ONI INI T IN2--IN3 +IN4— EE SR 


0 + INI + IN2-F IN3 + IN4— ON 5) (ep 1 ZO) ` 
=VAT output `` 


x takings x- = 
It 


D 
+ 


If die VAT output thereby shown-1s Ste then that. 


previously paid for the four quarters together, the difference 
will be accountable in the next return as an under-declara- 
tion. ‘Conversely, an. overpayment a as an over- 
` declaration. `- 


4 


Presentation of the ulesi in the guise of a formula serves | 
‘to spotlight.the distinctive character of scheme’ 4, which : 
omits the annual adjustment and hence the need to evaluate 
stock on any occasion except the first. The opening stock 
(ON1) disappears after. the third period; and VAT account- 
able for the quarter ending at December 1974, could be 


expressed: thus: 


"s 


(IN4--INS--INÓ--1N7) SR ` 
(IN4--INS5-+ IN6-++1N7) (SR-LZO) ` I " 


Scheme 2, which might be expected to have- a wide i 


~“ 


T the unsophisticated, is. SE EE to Scheme 


^N 
` 
- $ yt 


B IN THIS ISSUE. Aa 


| takings x VAT output 
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4 EUM it Ge not on the composition of pice but 


on the record of input tax. The retailer must split his 


gross takings for the period in proportion to the total 
„amounts (including any, VAT) payable by him to, his 
“suppliers for: standard and zero rate goods respectively. - 
All goods in stock at commencement come into this 


formula: (irrespective. of the length of credit) MEME with ` 
. all goods since received for retailing. 
- first” period and. oN5 when the foürth period: ends; IN.to : 


- One can see problems in adhering to the time limit Gë one . 


month within which to submit the quarterly return, but if 


invoices for any period are late in arrival the retailer can 

scarcely be blamed for leaving them to the next. period. 

After December 1973 the initial stock can be forgotten. ' 
However, there is a penalty — which could be severe — 


for choosing method 2 in preference to method 4. This | 


takes thé form of a surcharge of one-eighth on the VAT: 
output tax ascertained from the formula — intended to 


| l ' allow -for the effect of ignoring different profit margins on 
= equals VAT accountable under scheme 3 for the first 


different lines of goods. In many cases, the saving in 
paperwork by comparison. with schemes 3 or 4 may be 
worth the surcharge. None of these three schemes applies 
to services, and there are various adjustments to be made 


for transactions which cannot be accommodated within a 


scheme. | . | 
Scheme r is of a different pattern, aud assumes identi- 


fication of gross takings from standard rate sales (services 


included). This record yields the amount of tax without 
further ado. The scheme can be adapted to cope with a 
small turnover of zero-rated goods (less than one-tenth of 
total turnover): if the proceeds which they are expected to 
realize can be recorded, due allowance. being made for 
losses. If so, the computed proceeds from zero-rate: diš- 


-posals are. deducted from aggregate takings before cal- 
: culating the VAT output (namely, one-eleventh). 


However; problems of accounting for output tax aré not 


— 








: Practical Workings of VAT 277 
More Inflation 279 
` Canadian Institute's Annual Gonrerence 282 
u Taxation óf Sale and Leaseback SCH 
.. Transactions. * E E U - 284 
Corporate. Planning — : | E kn 
‘Some Experiences with a Ee Model 289 : 
‘Wellman Engineering poet to New . | 
Conditions | 293 
2 Career Opportunities — The Medium- sized NM. 
Firm > : > : 300 
Certified Accountants’ Examination Results 306 
. ca Affairs 279. - Finance and Commerce 293 
` This is My Life ` 281 | City Notes ` , 298 
Books 287. | Letters |. í 299 
^ Letter from Ameriéa m 288 ` - Student Roundabout 300 
Equipment Notes and News 291 Notes and Notices 303 





Beni Tih, 1972 EC 


H ` A D B T 
Aa A EE I ' e c Ed 


&oiifined ' tó retailers, eE ie PTS for discounts ic Scand a 

“much” criticism,. with: particular, 1 reference to. the fact ‘that. 

tax accountable will not: reconcile. with. the gross output 
returned. where there are cash- discount. ferms..It.has been" 


suggested! that, as cash discount terms do net -úsually: lead 


-to ‘quotation of the discount on the i invoice, the ensuing 


complications (iù particular, probable i inaccuracies. on the. 


eg of: clerical: staff in. computing . and recording VAT) . 


"s Administration. of Value Added Tax in ee by R. H. Gna 
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'anóther to work the VAT without reference to the:discount. a 


This would. lead: to- an increase in collections from. the - 
supplie — ~ said to be of the. order of one-tenth of 1 per 
cerit — and an equivalent réduction at the next stage of the. 
"chain, assuming that only taxable persons were involved. e? 
Provided. that no mention of cash-discount terms appears" 
on the invoice document, it is understood that the Depaftz... 
ment: would not, “contest ` this . procedure, ‘although the . 
supplier could expect to'meet objections if he .did not: i 


B.COM., F.I.A.C;, published ‘by the Production’ EE Research, 
_ Association or Great- Britain (FERAI E VE. E E 
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ur hardly’ ka die Rund E? 
the National Institute-of Economic ` 
'and Sócial Research tó: remind ‘the 
nation that inflation was likely, to 
-accelerate in the coming year. rather. 
than decelerate. It is, after all, one of. 


More Inflation V, "d 
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bilities .of. statements dl intent and of ' 
raising the incomes of the lowest-paid. . 


workers, while it is convinced that the | 


introduction of equal ` pay; the new. 
. rents. policy: and. the effects of entry ` 


into the European : ‘Economic Com- ` 


. follow the strict rule for exempt persons: 


` to raise the entrance fees” for 1973... 


.. already decided’ otherwise’, 
 'But-I want first to try and absorb `: a 


^* 
D 


‘I believe that some’ owners have, -~ 


he said: | 


the tax in a business-like way, and ` 
not just off-load it ‘on: my. visitors “` 


~ 


in a purely arbitrary manner. People’ : E 
„tend to resent. that kind of thing; Sech d 


H 


do myself. ©- -> S 


Penshurst Place, home of the Sidney.” 


-the basic ` characteristics” of inflation ` munity on food prices; will combine to - family since: 15 52, is- one of the deu 


that; once.its-existence is recognized” 
by. the: public ` at. «large, "mt is self- ` 
generating. - o s d | 

: Rather more interesting, in view: wë 
the differing views ‘upon the, precise 


caúses of the, domestic ‘inflation “= - 


which are many.—‘is the recognition. .. 
“in the. Institute’s Economic . Review; 
` published last week, ‘that. the central’: 
problem lies in-the existing system. of . 
, wage bargaining. It is;¡inevitable that, 
“until thé. Government intervenés in. 


this. process, wage and salary. earners ` 


will’ seek .to- ‘anticipate prospective:: 


- and- inevitable i increases in the cost: of 


“living. D x GE 


` According: to: T Review,, the Gove” 


' ernment will have to iritroduce some - 
degree of restraint upon ‘the growth -- 
of money incomes. Whereas the Gov- 
„ernment has ` ‘hitherto rejected what ` 
‘iss termed, an “incomes” ‘policy based. ` 
“upon “a freezing of incomes ` “and: 
prices, the Reviéw - contends that, 
given the existing slack i in the economy. 
and the. Government's commitment | 
to growth, it is feasible to have. some - 
“restraint on - money- incomes - while 
real i incomes increase. .. | 
Before advancing its own proposals, 
the’ Review. underlines’ what has “al.” 


' áccelerate the:pace of inflation. 


"The Review recognizes that ulti: - 


- mately any-^changes /in the present. 
system “of “collective ` bargaining: are 
for the. longer term; ‘in. the time. 
available” to the - Government, ‘some, 
sort of freeze’: — more ‘on prices than 
on incomes + is needed. This will have: 
.to be” coupled, with further efforts to 


increase: the level of economic activity,- 


` probably by. increasing public sector’: 
- spending. It “stresses, too, that the - 
Government should emphasize that. 


_any incomes policy will not be of short 


duration, but will continue. Ge 
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Stately Home’ | 
to. Absorb VAT- e 


HEN value added tax. comes/into | > 
| effect'on April ist, 1973, owners ` 


of stately homes. will: hàve to pay; a’ 
-tax of ro per cent on admission fees. 
Thus,- for’ instance, at - - Pénshurst-- 
' Place, Tonbridge = the Kent home of 
Viscount‘ De. T'lsle, v.C; K.G, P.c., 
MA F.C.A. =~ the current admission ` 
:. charge of jop for an adult and ren" 
, for a.child would incur VAT: of 3P and : 
rip respectively. ES 
- Last season' there were, over: "6, 000. 


` ready been said in this journal on: the ..- 


subject of voluntary agreements such: -‘visitors „to ; Penshurst Place, a. number ` 2 


as those between the CBI and TUC. "which. would produce a. sizeable tax 
` on conciliation’ and arbitration. Ir is^ "bill. Nevertheless, Lord: De" L’Isle 
“equally . unconvinced; by: the pu : “Said recently, that he was 5 ‘disinclined? ~ 


. historic. houses.. which. continues to. 
“offer its visitors parking free. of charge. 

Its only ‘extra’ is the Toy Museum ` 
` for which an: admission charge of dep" 


ds made., poc uL A Ea 
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‘ Contitiod Accountants’ 


Examinations ` e mc 
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ESULTS: of: the dede examinations E 


of "The, Association ` of Certified < 
- Accountants show ‘a total. of - 14,194 - 


‘entries for all sections of ‘the. profes š : n" 


' sional examination; ` of whom ` Lo 
: (35:8 per cent) weré, successful. Of. 
,,, 017. entriés;for the preliminary exe, 


` arniniation, 215 (321 ES c weré SE 
successful. `. Kë 


The first’ ‘place and prize for Section: E 


V was won by Mr T. F. Rolfe;. of ` 


Feltham, with, ‘Messrs. B. J. Wilson... : š E 


- (Ellon), CG E. Blakeniore (Aldridge) * 
and P. J. Plunkett (Maynooth) in~ 
' second; third and fourth places. Other? 


honours included:. + 


- Section IV: C REX s SH 


` First place and prize: ct F. Collins, 
e Sutton. ^^ - 
EE MiK. Aylmer, AE 


Third Place: Mr: J-F ° Mackenzie, | 
Arbroath. — - ES 
^ Fourth place: Mr. E. Hartley, Salis: Ww 
bury." . | l 
"Section. UT: 


Fir irst pace er prize: Mr G. d Slater, > 
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Second place: Mr A. Hargreaves, 
Bury... 
T hird place: Mr ng R. Katunda, 
-> London SW17: ` 
| Fourth place: Mx D. F. Braham, Sur-. 
biton. uto 


On 'this occasion, the. examinations. 
were held at-126 centres in 42 coun- 
tries. A. summary- of the. résults, 
together with the names of carididates 
successful'in Sections IV. and V, will. 
be found on other pages of this issue.- 


ke 
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In 
this week 


i Student 
‘of, an 


HE... „appearance. 
Roundabout’ 


E article by Mr Derek E. Cox, F.C.A., 


has: reminded us that Mr Cox. took 
first place in the Final examination 


. of May 1951. 


Reference to the pass list on that 
„occasion has revealed several other. 
names well\known in the profession. 
Thus, in addition to Mr Cox’s. 
achievement, the honours section of 
the list includes Messrs D. J. Ironside : 
- (now senior’ partner in the “Bristol 
practice of Thomson McLintock & ' 
Co, and formerly of Grace; Darbyshire 
and Todd) B. W. Sutherland and" 
K. S. Carmichael. 

Other successful candidatesincluded 
Messrs B. D. Barton and D. G. 
Richards, who followed one. another 
as Chairmen of -the London- and - 
District Society ‘of Chartered Ac- 
-countants in 1968-69 and 1969-70, 
and are now members of the Institute's. 
Council ; H. F. R. (now Sir Frederick) 
* Catherwood ; J. P. S. Edge-Partington, 
now chairman of Crown. House Ltd, 
^winners of The Accountant Annual 
- Award. for smaller companies in. 1971 ; 
.and' F. J. Rigg,-Past-President of the 
London Chapter of the. Institute of ` 


E 


- by Smethurst 
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- NOT A GOOD DEI DUT ` 
HE RUNS THE. ONLY - 
- BOOK, IN TOWN. ` 
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Over 30 years’ "Work tor Benevolent Association 


"HE Chartered Aossuntantet Bene- 
volent Association last week àn- 
nounced the impending retirement ` 
of its Secretary, Mr G: H. S. Loveday, 
F.C.A., who has been closely : connected 


. with'its work for over 37 years. 


A mémber of .The Institute. of ` 
Chartered Accountants in England ' 
and Wales since 1927, Mr Loveday 
‘was for 29 year$.a member of its 
staff: He retired-from the position of ' 
Under- Secretary of the Institute..on 
January ist, 1965, on which occasion 
‘the Counéil ‘placed on record its. 
appreciation of his-long service (The 
Accountant, January 16th, 1965), but 
continued in office as Secretary of the. 
Benevolent Association. 

In a farewell. message, Mr Loveday. 
writes: “My task as Secretary has been 
much lightened by the valuable assist- 
ance I have received from.those who 
have acted as referees for our bene- 
ficiaries and given that personal help 
and advice without which our efforts 
"would have been far less effective. I 
am most’ grateful for all their help: I 
would also like to'thank 1 many others, 


Y 
we 


EN Audito. Pan: -six per -cent 
of the total entry of 1,133 Final 
candidates passed, ‘an: averagé figure 
for the period. — ^ =| ` 

"Whilst we hesitate: to claim 1951 
as unique in the number of candidates 
who subsequently attained. profes- 
sional distinction, “it “would certainly 
appear to have been a vintage year. 


x zt "5 


Purchase ` Tax and o CS 


Sale or Return - zu 


SALE orreturn arrangemieñts, Ben" 

accepted by-Customs and Excise, 
énable liability. for purchase. tax to be 
deferred until the goods concerned are, 
. ‘adopted’ by a retailér or any other 
trader not registered for purchase tax.. 
Because. of the impending changeover 
from. pürchase tax to value added tax, 
‘wider use of sale or return trading is ' 
to.be expected in order to.avoid carry- 
ing stocks on which purchase tax has: 


` 


^ EL paid»: . - E 


Under. regulations which come into: , 


force on October Ist, traders who have 


TE 


"Secretary of the 


‘sociation in succession to Mr Loveday. 








mostly anced with other `charit- 
able bodies, for the. co-operation and 


helpful advice that they have always so 


readily given to me. ` `; 
At a recent/meeting of the Manage- 
ment Committee of the Benevolent 


„Association, the President, Mr Henry 


Peat, D.F.C., F:C.4., made a presentátion 
to Mr ‘Loveday and expressed tbe. 
committee's good wishes for his re- ` 
tirement. 

Mr K. G. Anson has béen appointed 
Benevolent: As- 


™ 


nn 


subject to purchase tax,-and supplied 


under 'sale and.return arrangements, 


must keep and preserve certain re- 
cords. of the goods and furnish 
periodical statements to their suppliers ; 


` of those which remain in thetr posses- 
sion and those which they have 
` purchased. | 


em ` e 


A .copy of the relevant notice, 


No 77 SOR, is being sent to every 


H 


in their possession: between October ` 


Ist e and Moreh ‘31st, 1973, oue 


can .be; found 
directory. ` E: ins 


Bow 


registered purchase tax trader and.to 


'trade associations. Retailers and 'other 


unregistered. traders. who hold or:are 
. likely to hold goods-on. sale or feturn 


.terms will be able to obtain a copy ` 


on request from any local Customs 
and Excise office; the address of which _. 
in, the- teléphone ` 


Wider Distribution for: 


South: African EDs. a 


REH to last year's statement .. 
of intent, and ‘the ensuing’ èx- 
posuré drafts, from the National. 
Council. of Chartered Accountants | 


(South. Africa) (The Accountant, 


October: 7th, 
appointing. Though valuable: com- - 


EN 


SÉ 


| September 7th, 1972 


.1971) has been dis- 


ments have been received from a 


number of accountants, the National 


Council would have welcomed a far 


wider response from the business 


community at large, ‘whose duty and 
interest it is to aspire to and maintain 
the highest reporting standards’. 

In retrospect, the National Council 
feels that it may initially have relied 
too heavily on accountants to bring 
the exposure drafts to the notice of 
boards of directors and others, and 


that the circulation of these drafts 


may have been too limited. Exposure 
drafts will in future be circulated to all 
listed (quoted) companies, banks, in- 
surance companies and finance houses, 


official bodies representing business in 


one form or another, and selected 
individuals, in the hope that the 


é é 


THE 
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` recipients will give these drafts careful 


consideration and will comment, 


` whether favourably or otherwise. 


Exposure drafts, it is pointed out, 
are not to be regarded as dogmatic 
assertions ‘but as thoughtful and 
reasoned proposals so that, with the 
co-operation of, all interested parties, 


. generally accepted standards can be 


set up. A letter to all listed companies 
from Mr R. Lurie, President of the 
Johannesburg Stock Exchange, has 
endorsed the declared aim of the 
South African National Council to 
improve standards of accounting and 
of disclosure to shareholders. 

'The National Council has reaffirmed 
the aim expressed in the original 
statement of intent 'not to produce 
rigid uniformity in accounting prin- 
ciple and presentation, but to intro- 
duce a unity of thought for preparers 
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` and users of accounts alike. In this way 


_ the country's financial reporting system 
' can become a very much niore effective 
and efficient Se of communica- 
tion’. 


Meanwhile, the first exposure dea E 


of the series, "Ihe 
accounting policies’, 
issued for further comment before 
final adoption as a definitive statement. 


disclosure of 


Amongst changes which have been | | 


made from the original text is the use 


of the term 'accounting bases' in place: 


of ‘accounting principles’ to describe 
the methods developed for applying 


fundamental accounting concepts to 


financial transactions and items; in 
the minds of some commentators, use 


has been re-> 


of the word ‘principles’ in this context ` 


was inappropriate to the connotation 


which it had already acquired in the 
ethical and scientific fields. 





THIS IS MY LIFE 


The Devil You Know 


by An Industrious Accountant 


D comfortably be-deckchaired in the holiday sun- 


shine, my erring disc’s savagery reduced by time to a: 


random twinge, the ice-cubes melting in the long yellow 


glass beside me, I fell a-thinking. What lay ahead? — 


rainbows day after day, riches untold, or. just one more 
return to work? 

The thought was alarmingly unattractive. The same 
weary, dreary grind of turnover percentages and profit 
ratios, of long-winded meetings re-hashing exhortations 
and platitudes, of colleagues o E; or directors 
nagging, of cost budgets and cut-price sales . . . worst of all, 
the same old faces. | 

That was really the trouble, I brooded. After long years 
of working with the same people and the same recurrent 
problems I wanted a change. Not that there was anything 
wrong with the old picture, but it had become soul-killing 
in its monotony. It would be rather fun to apply for one of 
those jobs advertised in The Accountant's blue pages — to 
*pull out again on the old trail, the trail that is always new'. 

There were tempting vacancies in the Bahamas, with 


sub-tropical climate allied to advanced techniques; but my 


disc would probably. prohibit the underwater fish-shooting, 
not to mention that limbo dancing. There was a financial 
controller wanted in Tehran (shades of Omar Khayyám!) 


-but he had to be an Iranian. There were jobsin oe Kong 


(‘income tax is low’) but the script rather over-emphasized 
the squash, cricket, rugby and tennis aspects. There were 
some contractors seeking aid in Nigeria, but I seemed to 
remember it had a far from tranquil history. South Africa 
and the Arabian peninsula seemed to emphasize the 
youthful aspect . . . still, perhaps a two-year tour or so 


might serve to break the ice. 


The problem with so many of these jobs is that you have 
to learn at least one new language to get the best out of 
them. I don't mind the learning, actually; I can manage a 


little French and Spanish myself, but I seldom understand ` 


what the foreigners say in reply. They speak só fast, or else 
they have some unusual local accent. 

Probably a home job would be the easiest, in a way; 
preferably in some ñew enterprise establishing a subsidiary 
factory in some remote area. The challenge and the 


interest would be in setting up a financial recording and | 


reporting system from scratch, in selecting and training the 
new accounts staff, and in meeting the new colleagues and 
customers and clients of all types. The difficulty, of 
course, would lie in having to change house and leave one's 
friends and so on. Besides, new housing is shockingly 
En at present. 

On the whole, a transfer back to practice seemed the 


best idea, with minimum physical dislocation and maximum 
variety of experience; going out on audits again, talking . + 


shop to accountants of ‘similar background, calling - 


‘continually on my industrial expertise. Trouble is, my 
tax experience is so limited, so little; I know nothing of ` 


foreign domicile or close companies, or affiliates’ losses. 


ef 


I'd have to study the Steering Committee’s exposure ` 


drafts in depth and comment on them; advise on computeri- 
zation in smelly old factories, and be polite to wretched dé 


little tax-dodging spivs...u gh! 
' Maybe, after all, I'd Pu leave well alone. 
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` Canadian Institute’ s Annual Conference - Nee 


DT OUR CANADIAN CORRESPONDENT NP E pv 
i: ; eE bk | i l ET bs 
OR the first time in its:  7o-year 
' history, the annual conference of the 


to. comprehend’: Some of the, most 
complex. aspects, 
areas such as small business, credit 
- countants was held i in ÁN ewfoundland.. unions and individual taxpayer averag- 
© Formerly. Britain's" oldest . colony, ng, where those affected were least 
+ Newfoundland, in 1949, became the 
tenth. province to join Canada and the 
7oo chartered accountants and their ` 
“ladies who went to St John's from 
August 21st to 24th- bad nothing but 
` praise for-the stimulating professiohal ‘more and more, a full-time occupation 
and social programme and:the scenery ‘and one of. the most prosperous 
of almost. awesome beauty for which growth industries in the 19708, ` 

' the Province is justly renowned. ‘Mr Benjamin Swirsky, a partner in 
` In the course of the conference, Mr Peat, ‘Marwick, Mitchell 82. Co, also - 
Arthur, J. (Pete) Little, of Toronto, a spoke ` on changes, in the - federal 


For 


. complexities. better or worse, 


time practitioner "was drawing to a 
close; tax practice. would become, . 


said Mr Brown, the age of the part-- 
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subject: to a E reserve for 


he said, were in doubtful: debts. Mr Swirsky warned 


that a major factor to professionals 
would be their 1971 receivables; they 


. could be carrying.these ‘as a lump on 


likely to be able to. cope with the new. their backs for their remaining ye, 


Presidential address T de g 


In his first address as President; Mi 
Little expressed equal. concern over 
the new tax legislation. Last year the 
Institute started a massive education 
programme for its members and others 
in the business community ‘and about 
8,000 «people Spent over 12,000- man- 
“days at tax courses. Next year there 


partner in the firm «of Clarkson,-. Income Tax Act. Under the new tax will be more of: the same, and already 


Gordon & Co, was clected President ` 
of the 20, odo-member body for 1972- 
on. Born 58 years ago, the new 


laws, he said, the partnership area was 
very complex — due, to some degree, to 
the introduction of capital. gains tax. 


“President has an impressive record of. It was now very important for tax-. 


‘professional. and community service. payers to- determine precisely’ what 
He is.a Past President of the Canadian . “type. of relationship they have, be- 
Chamber of - Commerce and Past cause this could result in significantly. 
Chairman, Canadian Tax Foundation. different tax implications. ` - 

< 2. _ Mr Swirsky pointed out that there 
First stage only " | ^ was no definition of partnership in the 
As anticipated, the' changes that cul- . Act. ‘An arrangement -will ` not. be 
. minated in the adoption of new income a partnership because: it is called a 
tax legislation last December received partnership, nor will the creation of a 
much attention at the. meeting... Mr 
R. D. Brown, senior tax partner’with™ 
Price Waterhouse. & Co, said that: 
^ Canadians’ had only. gone through the. 


stating that it is not a partnership’. 
Similarly, the question of whether or ' 


- first stage of tax reform. He predicted would be very” important in deter- 


that within’ the. next three to four mining capital cost állowances. ^ 

. years there would be major efforts to ` ` Professional partnerships, such. as 
reform the sales tax strücture. which those between, dentists, 
currently imposes two complete sets lawyers "and accountants, had: also 
of sales tax across. the country .—- been hard. hit by-the new tax rule that 


. 300 chartered accountants and othe: 
tax practitioners have signed: up for : 
four- weeks’ residential. ‘in depth 
CICA tax course, Mr Little noted tha 
the Institúte's taxation committee i: 
examining the new-tax legislation, foi 
inequities, anomalies and loopholes sc 
- that their findings can be passed on tc 
the federal government. 

The subject `of Developing. š 
Canadian Strategy to-Maintain a Dro 
'sperous Economy’ provided Dr. R. J 
‘Richardson, president, Du Pónt o 


partnership be ` avoided . merely: by Canada Ltd, and Mr Lionel P. Kent 


` partner in Riddell, Stead & Co, with : 
particularly wide, field: of discussion 


not a relationship. was a partnership” Mr Kent said that there were grea 


opportunities for Canadian firms, whe 
rejected the idea of being absorbed o 
dominated. from abroad, to extenc 


doctors; . their. influence and service all over thi 


“world; either through. an expansion | o 
their.own operation or as participatin; 


federal sales tax at the' manufactüter' 's income is ‘taxable on the: basis “of partners in international a associations o: 


level and provincial sales tax ey nine 

provinces at the retail level. | 
In the meantime there remains. the , the case under the old Act; all amounts 

` problem of interpreting the .new .that become receivables in respect. of 


+ , ` a " 
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‘billings issued during the year, vin-- 
stead.of'the.actual cash received, as was- 


property sold or services rendered are ` 


-partnerships. | 

"Thé profession. tiad won for itself 
respected place 29. ‘the. internátiona 
_Sphere and its opinions were Give 
` much weight. by professional. ‘con 
ange im other. countries ‘and b 
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Comparing | Canada’s trade per capita 


with that. of other great. trading 
nations, Mr Kent noted that it ex- 
ceeded by some two-and-a-half times 
that of the United Kingdom and was 
more than five times the amount of 
the. | 





p. Even GE the dul 






; pede polar with age per 
E for Canada. It was only by a 
forward and outward-looking policy 
of internationalism, he said, that 
Canadian accountants could develop 
to the ultimate of their potential as a 
profession and as a country. 

i 


Industrial strategy 


Dealing with the development of a 
Canadian industrial strategy, Dr 
Richardson reminded his audience 
that policies which had guided the 
country during the 1950s and r96os 
would no longer work effectively. Too 
often in the past, he said, ad hoc 
decisions to attack immediate prob- 
lems had taken priority over the 
longer-term needs of the economy, 
as a result of which the country 
had fallen far short of many of its 
goals. 

In presenting a formula for the 
future, Dr Richardson said that re- 
source industries would continue to 
play an important role in any strategy 
for Canadian development; but he 


warned that, even though the country ` 


could continue exporting resources for 
a decade or so, one day they will no 
longer be adequate. to support 


Canadians on such a high level. The- 


key, he said, would be to find long- 
term. access to world markets or, 


alternatively, to reserve more of the 
Canadian market for domestic. pro- | 
ducers if this could be done 1 ina non- eU 






inflationary way. Small -high-grov 
industries would require support until 


they reached competitive size, and the | 


major problem for labour intensive 
industries would be to find some 


method of off-setting the advantages of ` 


low-wage countries. 

One obvious implication is that the 
role of governments would clearly 
loom larger than it has done in the 
past, and to make an industrial 
strategy work would require much 
closer co-ordination and co-operation 
between government and industry 
than heretofore. 


| London v visitor p 
The three-day conference indluded a a 


-. ments at least every second year 
i question the usefulness of the infomii | 


luncheon address by Mr Donald A. 


Rowe, C.A., group controller of Royal 


Dutch Shell, London, on ‘Accounting 
and Finance in International Business'. 


Mr Rowe said that an international 


corporation was not a single unified 
entity bestriding national boundaries 


and possessing supra-national powers; 
nothing could be further from reality. 


Ideas and people moved to and fro 
between the operating companies and 
the centre, and this cross-fertilization 
was of great benefit to the individual 
and the organization. 

Mr Rowe referred to some of the 
more significant accounting disciplines 





Mr Donald A. Rowe CA. 


Bue bes at the inp t 


ation. | 


Don't expect a new company or ` 
group of companies coming into the 


‘family’ to meet the group accounting 
requirements overnight — it may be 
necessary to treat them as investments 
until they are properly organized. 
Don’t expect operating companies to 
advise the centre on the same day of the 
effect of unusual events such as a 
calamity, a currency devaluation, a 





ing companies. 






after a week i is better than 
wrong one which takes a- 
. correct and reconcile. "E 
Strive. for reporting in a common 
d currency. Although operating com- . 
panies must carry out their trans- ` 
actions in local currency, historical ` 
reporting and forecasting to the centre ` 
in common currency does mean that ` 
both ends are talking about the same ` 
figures. " » 
Within the aspects of accounting, S 
treasury and taxation, it is not practic- ` 
' able, even if it were desirable — which - 
it is not — to attempt to institute forms ` 
of detail control from the centre. ` 





Other yardsticks for assessing the ` 
efficiency of the organization and ` 
appraising the results against targets ` 
included market share, levels of unit. 
operating costs, manpower numbers ` 
and levels of working capital — all of. 
which the local management, including ` 
the chief finance man, should be 


keenly interested in achieving or 


improving. Great stress, said Mr 
Rowe, should be laid on internal audit ` 
as an aid to management in the operat- ` 
The most effective ` 
service within the modern concept ` 


of internal audit could be achieved by P 
| local staff. | | 


In summing up, Mr Rowe pointed | 


out that the international corporation. E 


did not exist in law, nor did it exist ` 


dn practice, however simple it might | 
Seem to have just one company | 
operating world-wide. What does exist - 


in most of the large international - 


|. groups are individual companies, in 
2 corporated under the laws, and subject 
laid down by his gr oup. and iade © the sovereignty, of the countries in ` 
advice to those handling. the financial ` SE 


affairs of roo per cent-owned subsidi cw 


e pie SE 












aries: ` — ee eee 
Do. not. rush. y ur ` fences" on e DR 
Sam puteriition for irge-scale con- ^ 


‘man study ^ was. S engaged 1 ina sa i 
undertaking and in. Britain there had ` 
also been an impressive reawakening ` 
in accounting research. It was vital, ` 


said Mr Capon, to develop new 
accounting concepts and standards 
whereby the total accounting function 
could be organized to be of maximum 
benefit to society. (V 
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. For man y years how, land transactions of various forms have presented: a con venient target | 
to-successive governments for énactment of politically-inspired legislation purporting . ' iy, E = 
to aim at stopping fand speculation. The vast volume of overlapping, if not contradictory, SH = 
law enacted in this sphere since 1960 makes the task of the EES requires to advise 


on the Sup ee particularly arduous. 


F ie various forms of transactions inyolving land, it is 


‘sale and leaseback' operations which have come into the : 


limelight of governmental and legislative attention most promi- 


"nently in the last twelve months. In a statement made in the ` 


House on August 4th, 1971 (The Accountant, August rath, 1971), 


Mr Patrick Jenkin, then Financial Secretary to, the Treasury, 


outlined in: some detail the provisions which it was thé govern- 
ment's intention to enact the following year. These provisions, 


- now incorporated in section 80 of the Finance Act 1972, deal ` 
basically- with short-term, aspects of leaseback, namely those ` 
concerning leases of less than 50 years’ duration, ‘when the lease- > 


a involves a period-not exceeding 15 years. 

- It is obvious, therefore, that this latest addition to the legisla- ` 
tion covers only a ‘limited area of the usual sale and leaseback 
, operation, and it seems opportune to clarify the issue by bringing. 


` to the attention of the practitioner the: full range of statutory . 


enactments and case law decisions on this subject. - 
- Basically, sale and leaseback is a by-product of a system com- 


bining archaic property legislation with an, unusually rapid 
' increase in land values and a high | level of revenue taxation, . 


which renders this.form of, conversion of pre-tax income into 


8 capital particularly ‘attractive. In its simplest form, the. trans- 


action would be conducted as follows: un 


A person holds the freehold of premises acquired Some years ` 
earlier for (say) £20,000 in which he conducts business. Over. 
the years the premises- have appreciated in value so that the- 


freehold may now be worth £250,000 with. an. annual rental 


.-valüe (rack-rent) of £25,000 p.a. > 
If the owner sells the freehold interest for the m fàso; 000° 


_ he will bear tax on the capital gain at the maximum rate of 30 
per cent but assuming tliat the premises have been held for 


some yeats: prior to: 1965, an apportionment may reduce the 


effective rate of liability to well bélow ‘10 Der cent, The vendor 


= then takes a.lease on the sáme premises at the current rental 
` value of £25,000 per annum all of which should, in theory at 


least, be available a as a deduction from trading ‘profits, Ie by ' 
ear. 
` ' À similar operation- may. be dad «by the holder of a dong? 
_lease, this -being sold or surrendered in consideration of-a 
capital payment and. a leaseback for a short term of years at a 
much higher rental: °  - ' 
‘Whatever: the combination of us arrangements under this 


. heading, as long as the capital receipt is subject only to a charge : 


to capital gains tax and the rent.allowed in full as a deduction ` 


E 


finding a an investor to acquire for a SERT sum the Scene 
or long lease of the premises. This would génerally be an 
insurance. company, pension fund or some charitable (and in 
consequence tax-exempt): institution. As the object of ‘the. 
-purchase of the property will be purely investment, the price 
will generally be determined by the amount of return on capital 
(rent) and the prospective sub- lessee’s ability to pay. it — the 
actual market value of the oe playing only a minor part 
in the negotiations. ^ -- - 

From the vendor's point of view the tax liability arising on the 
capital sum be e About to receive may to a Jarge extent depend 
on the nature of the interest with which he is parting. Thus it is 
"desirable ‘to examine'the various possiblities which may arise 
. for tax purposes in this connection. 


‘Sale of freehold-interest E o 


Where the sellér parts with a freehold interest, he will suffer 
capital gains tax on the gain arising fromi the disposal, at 30-per. 
cent if he is an individual or at standard rate of corporation tax 
if he is a company. In this connection it would be worth noting, 
however, that section 93, Finance Act 1972. envisages a lower rate 
of tax on. capital gains arising to. companies, by. bringing into 
charge to corporation tax only ‘such fraction of the gain as 
Parliament may from time to time determine’, the White Paper 


. envisaging for this purpose an effective rate of 30 per cent. 


"Thus the recipient of the capital sum would suffer a compara- `: 
tively low: rate: of tax. on the disposal of his freehold interest 
and this liability might be further, reduced. if the land were 
acquired prior to April sth, 1965 — “either through the operation 
of time apportionment of the gain aš between. the period prior to 
,that date (exempt) and the period following it. (chargeable), 
or by an election under. paragraph 25 (1) of the Sixth Schedule, 
Finance Act 1965, to adopt the value at April sth, 1965, as the 
. base cost in the calculation of.the gain. A similar position-would ` 
‘also apply if the object of the disposal was a long lease, i.e.,.a 
lease which at thé time of disposal had more than 50. years to run. 


Creation of.leasehold interest ve acs E 
It happens at times that the freeholder, conscious of the value ' 
of an eventual ‘reversion, wishes to retain his freehold interest 
and to grant, instead, a long lease at a substantial premium.and a 
low ground-rent. This procedure would, of course, be followed 
' by the leaseholder granting the freeliolder a sub-lease of. a short 
duration at a high rental subject. to SEH increases or 


from trading profits, as hopefully. stated above, the outcome. revisions. ' ^ 


should present. considerable financial and fiscal benefits. In 
reality, the situation may not be as simple or beneficial. ; 
The first step in a sale and leaseback operation consists: of ` 
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Provided that the head-lease E in the« course of ate type 
of operation is.of a duration exceeding 50 years, the transaction | 
will be treated for HE gans tax in accordance with paragraph 
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2 of the Eighth Schedule, Finance Act 1985, $, a as.a part: EUN | 


of an interest in land, and the gain arisirig on such disposal will 
need to be “computed. in accordance with: the provisions of 
paragraph. 7 of the Sixth Schedule, Finance Act 1965. Thus, a 
freeholder who bought a building for £20,000 and grants (some 
years later) a. g9-year lease at a premium of £250,000 and a 
ground-rent of £500 per annum will need to bring into the 
computation of gain on this-disposal: 
(a) the amount or value of consideration, ie. , premium; and 
(b) the market value of the property which remains undisposed. 
. This will include (i) the right to receive. rent (say £19, ooo) 
and (ii) the value of the freehold reversion at the expiration 
of the 99-year lease (say: £10,000). I 
"The deduction allowed from the considération under 





A. 
Schedule 6, paragraph 7 is then calculated as A x cost. 


In. corisequence the Hability to capital gains . tax in this 
example would be arrived at as follows: 


` | Noe "e ` £ 
Premium : ü I es Ss : , 250,000. 
Less Adjusted cost — 159. ooo x f m 
s  . £250,000 ia 
: ds 18,518 


` £350,000 + £10,000 + £10,000 


Chargeable gain .. 
At 30 per cent... 


- 


Short leases (under GO years) . 


` The most damaging ‘provisions m transactions involving 
leases of a duration of less than so years, for not only will the 
capital gain be calculated involving.a sliding scale of allowable 
proportion of costs, as provided for in paragraph 6 of the Eighth 


Schedule, Finance Act 1965, but in’ many instances the result . 


may not be treated as a capital gain at all, but as incomé of the 
recipient in the year in which the transaction took place — thus 
involving income tax and surtax or the full rate of corporation 
tax. 

Í ` A 


Section 80, ICTA 1970 


Section: 8o, Income and Corporation Taxes res 1970 provides 
that ‘where the payment of any premium, is required under a 
lease, or otherwise under the terms subject to which the lease 
is granted and the duration of the lease does not exceed so years’, 
the: grantor shall be treated: for purposes of the Taxes Acts as 


-becoming entitled when the lease is granted to an amount by ` 


way of rent (in addition to any other actual rent) equal to the 
amount of the premium reduced by one-fiftieth of that amount 
for each complete period of -12 months (other ‘than the first) 
comprised in the duration of the lease.” 

Thus, if a 26-year lease were granted at a premium of (say) 
£50,000, the grantor would be treated as having received in the 
year in which the lease was granted the:sum of £25,000 in 
addition to any rent provided for under the lease or any other 
-income which he. may have and the said sum of £25,000 would 
be taxable to income tax and surtax as his' income for the year 
in question. 

It should be noted in this connection that, Judi cion 


(2) of the above section, the premium will be deemed to include - 


in addition the cost of any work required to:be carried out by 
the tenant under the terms of the lease to. the extent that this 
enhances the value of the premises in question after the lease is 
executed. It should be borne in mind that the provisions of 
section 80, Income’ and Corporation Taxes Act 1970 would 


appear to apply, i in the normal course of events, only..where a - 
new lease is granted; and would not come into effect i in: the case. 


of sale or ie of: an EES lease. - E 
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. grant of the lease were a re-conveyance . 


o. £231,482 
£69,445 ` 


- Sectión.82, ICTA 1970 200 


Finally, a cautionary. ' mention must be made of section 82, * 


although its provisions would not, normally come into effect. 
in the usual sale and leaseback operation, provided that the lease 
or sub-lease'is “granted and begins to run within one month of 


the sale’ of the freéhold or. head-lease, as would normally be the 


case, However, should for some reason a gap, of more than one ` 


- month elapse between the assignment of freehold or head-lease 


on the one hand and: the leaseback on the other, then the pro- 


visions of section 82 (sale with the right to resconveyance) 


would come into operation, to the effect that the.vendor would 
be charged under Case VI of Schedule D “on any amount by” 


. and (3) ‘where the . 
terms of the sale provide for the grant’ of a lease directly or. 
_ indirectly .. . to the vendor, this section -shall apply as if the 


the sum of the amount of the premium (if any) for the lease and 
(plus) the ‘value at the date of sale-of the right to receive the ` 


re-conveyance of ther reversion immediately after the lease begins E 


to run’. 


| Finance Act 1972 E tue ud 


The provisions of the. Finance Ket 1972. affecting sale amd. 


leaseback, though awaited as a major reform, are in effect only’. 


a further extension of the circumistances in which payments. ^ 
received upoií disposal of short leases followed by a leaseback 
may be treated (wholly.or in part) as income of the recipient. 

The provisions now incorporated in section 80 of the Act come ' 


`. into operation only. when the following 1 three.conditions apply: - 


. (1) When the- leasehold interest sold. or surrendered has less 
than 50 years to run; and: 


(2) The lessee was sated to receive ‘tax relief of a kind to dës 


which section 491 applies’ in respect of rent he was paying - 
before the sale; and - 


(3) The land. is leased back for a term not exceeding 15 years. 
Where the above conditions are.satisfied, then the proportion 


of the consideration received on the sale or surrender of the 


original lease to be taxed as income of the recipient will be 
calculated. as follows: 
16 — > the number of years of ee new leaseback - 


15 ` 
‘Thus if the payment for the surrender of the original lease 
were {£60,000 and the term of leaseback 11 years, the E 


- of the consideration to be assessed as income would be 60, 000 >x ' 


16—11 


15 
income in the case of a land dealer and Case. VI of Schedule p 
in any other case. 





“= £20, ooo. This sum would be assessed as Case I 


. at a price equal to ` 


i, 


. which the price at which the estáte,or interest is sold exceeds . - 
_the price at which.it is to be. ré-conveyed . . 


' The balance of £40, ooo would come under — gains tax. 3 
provisions. Where only a part of thé building covered by the — 


leasehold interest sold is leased back, the formula shown above SC 
“will be applied only to the proportion of the consideration re- 


ceived tor the part lëased back. 


Complicated ` anti-avoidance provisions have been intro. e 


duced to prevent the.leaseback being disguised as.covering a 
period longer than 15 years. "Thus, if either the lessor or the 


lessee have the power to terminate or to vary the. terms of the. > 


lease, the leaseback shall be treated as ceasing on the date on. ` 


which such power can first be exercised. Similarly, if the | 
aggregate rent payable over the périod not exceeding 15 years 


is more than the aggregate payable over the following period ' 


of the-same duration, the lease is to be treated as ending at the. 


end of the first period: It is worth noting that section 8o will - 


not have effect if the lessee had before June 22nd, 1971, a right | 


-enforceable at law or in equity to the grant of the-new lease. f 
. Whilst. sale and leaseback schemes may take” many forms, | 
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one essential featurë common to all is the payment of rent 
on the leaseback and in consequence the allowance of deduction 
of such rent for tax purposés from the trading profits of the 
‘lessee. As mentioned at the outset, a situation can be envisaged 
. Where a company may be able to obtain upon disposal of its 


interest in land a sum much greater than the market value upon : 
_undertaking to pay a commensurably higher rental unde the ' 


leaseback arrangement. 


EN 


- Restrictions c on rent 


Restrictions designed to cope: with this situation were first 
introduced in 1964 and the legislation now incorporated in 
. section 491; Income and Corporation ‘Taxes Act 1970 provides 
- (subsection 1) that “where land or any interest in land is trans- 


 ferred from-one person to another and as a result of a lease of . 
. number of years, at a rental much .below the current market 


land granted by the transferee to the transferor, the transferor 
+... becomes liable at the time of the transfer to pay any rent 
pes the lease’ . 
tax relief which is one of the kinds to which this section applies, 
being a deduction in respect of rent or any other payment to 
- Which -this section applies shall not exceed the commercial rent 
for the period . . . for which the payment is made’. . 

Quite apart from the fact that.the following subsection 
allows relief in later years for any disallowance made under the 
above provisions, the terminology of section 491 may appear 


- comparatively innocuous, considering that in these days of 


rising land values it may be difficult to envisage à rental high 


enough to exceed a fair rack-rent of a property some years later.. 


It must be pointed out, therefore, that it is not in section 491 
alone that the criterion of disallowarice rests. 


As Lord Denning, MR, pointed out in the recerit case of" 
McGregor v. Littlewoods Mail Order ‘Stores Ltd (48 ATC 216), 
“The Revenue rely on two subsections in the Income Tax Act. 


1952, which they say prohibits the deduction', wholly or in 
part of rents payable from the taxable profits ‘of a business. 


“The first section is 137 (a) [now section 130 (a), Income and : 


Corporation Taxes Act 1970], which'says that no sum shall be 


deducted in respect of any disbursements or expenses, not being ' 
; money wholly and exclusively laid out or expended for the ` 
purposes of the trade profession or vocation. The second is 


section 137 (f) [now section 130 (f), Income and Corporation. 


"Taxes Act 1970], which says that no sum shall be deducted in ` 
respect of any.capital withdrawn from or any sum employed or . 


intended to be employed as capital in such trade profession or 


. vocation. The Special Commissioners held in favour of the 


Revenue' — as indeed did Lord Denning and his learned col- 
leagues ‘in the Court of Appeal in this case. 

` In the above-mentioned case which ran contemporaneously 
_ with and followed the House of Lords decision in CIR v. Land 
- Securities Trust Lid (48 ATC 185), the appellant company held 
` a lease of one of its premises (Jubilee House) on a 99-year lease 
from 1947, at a rental of /23,444 per annum. In 1958, the 


company entered into an arrangement with the freeholders . 


` whereby the latter sold the freehold interest to a wholly-owned 
subsidiary of Littlewoods in consideration of an underlease of 
22 years, at a rental.of £6 per. annum, which underlease was 
leased back to Littlewoods at a rental of £42,450- per annum; 
thus, in effect, the Littlewoods group purchased the freehold of 
Jubilee House for an increase of rent of {19,006 per annum for 


.22 years. The Inland Revenue contended that the increase 


represented consideration for the freehold interest and was 
therefore not an allowable deduction from. trading profits. 


Similarly, in the Land Securities case, the company and a. - 


subsidiary purchased a number. of frecholds' of properties of 
which they: previously held long leases, in consideration of. a 
-substantial increase in rents for a | period of ten years. The House 


- 


of E upheld. the Revenue view. that the capital element of 
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- then (subsection 4) ‘a deduction by way of: 
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the increased rents should not: be allowed as a deduction from 
trading profits. . t 

The facts applying in the above-mentioned cases can be 
distinguished from the circumstances usually applying in the 
sale and leaseback transactions. Whereas the increased rents in 
the Littlewoods and Land Securities cases were paid for acquisi- 
tion of freéholds (a fixed asset), the increase of rent resulting 
from a sale and leaseback transaction is-usually paid with the 
object of securing a cash sum (a current asset). However, it 
would seem that in the eyes of the Revenue both sets of circum- 
stances are caught by the provisions of section 130 ( f ), and ac- 
ceptance of the Special Commissioners’ decision in the recent 
Austin Reed.case (The Accountant, June 24th, 1971), would 


` indicate that at least some eminent members of the legal profes- 


sion share the same line of thought: 
Austin Reed held a lease of a property for a considerable. 


value. This they sold, obtaining at the same time a leaseback of 
the premises at a rent fully reflecting the current market value. 


'On appeal, the Special Commissioners decided that: 


. (a) The sale and leaseback of the property were interdependent 
and essentially one transaction; and 

» (b) Additional rent payable under the leaseback was paid in 
order tó obtain a capital sum and. not merely to secure the - 
rights to occupy business premises. (which right Austin 
Reed possessed anyway, prior to undertaking the sale and 
leaseback operation). Accordingly, part of the rents payable. . 
under the new arrangements was not allowed asa deduction 

- from the company’s trading profits. 


Jt would appear that the fact that rents payable mds the 
leaseback represented rack-rents at current market value was 


not disputed, and it should be noted that in the Littlewoods case 


referred to above it had been conceded that the new rental was 
not in excess of a tair. rack~rent. Accordingly, the disallowance 


‘could not have béen made under section 491 (which had not-been 
-enacted at the time of the Littlewoods case, but was very 
. much in existence when the Austin Reed transaction came into 


effect) but under the operation of section 130 (a) and ( f) to which 
Lord Dénning referred in the Littlewoods case judgment, which 


he summed up as follows: “ i 


‘The basic fact here is that Littlewoods has acquired a Sonal 
.asset, and the company acquired it by paying an extra £19,006 


'' a. year. So regarded, the case is indistinguishable from the Land 


Securities case. Littlewoods is not entitled to deduct on extra 
& 19,006 in computing its profits.’ 


Opposing view ` 


Whilst it is difficult to doubt, in view of the unanimity of the 
judicial minds, the conclusiveness of these decisions, it must be 
pointed out that there is a body of opinion, backed by some emi- 
nent members of the legal profession, holding that they do not: 
in any way apply. to the usual sale and leaseback transaction, for 
the following reasons: 


1. The sale and leaseback transaction is composed of two 
distinct and separate parts: 


(a) The disposal of a valuable interest in land (freehold Or. 
leasehold), i.e., 
. value realizable on the open market, for a cash (capital). 
consideration. In consequence, a transaction indistin- 
guishable from any other disposal of assets carried out at ` 
. arms length for the taxing of which special capital gains 
tax legislation is enacted; and 
6) The renting of a property. for the purposes of providing 
accommodation from which to carry on business, at a 
rental equal to the open market rent, which other persons . 
Seeking similar business: accommodation . would .be . 
prepared to pay. As the rent paid is equal to the open' 
market rental value, of the. business premises which, are 


` 
: - 
Ni x t F 8 - 


a capital asset usually of considerable .- 
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Zeg and ` ‘held ‘solely for Carryiñig ‘on’ . . 
_ expenditure: (rent). is. incurred wholly for business pur- 
' „poses, and wholly: allowable asa à deduction from the oe 
` of the business. Ç 


‘This would be ‘the case A. a premises were: ital by . 


Mi 
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another trader for the same rental and purpose as indéed' there i 


would be no dispute of allowing i in full-thé rent of the original . 

.. ! vendor. if he; occupied or ‘took up for purposes of: his’ business ; 
: the premises situated next: door: to those which he, previously." 

* - occupied and subsequently. sold: = 


+ 


2. Special provision bas been: ‘made i in section’ 82, Tücoin and + 
EE Taxes Act 1970 (referred. to earlier ‘in’ this’ paper) 
- for charging under Schedule’ D a.sale of land with right. to, 
Z reconveyance.: If it had: been’ the, intention’ of the Legislature: to” 
* disallow: rents, fully. orin part on sale and:leaseback transactions, - 
“the appropriate "legislation. would have been: introduced. There ` 
KS is no such: legislation on the Statute Book; on the contraty the ` 
last sentence of section 82 (3) provides-a' fairly. clear indication ` 
SE SH intentions to exclude: the ‘inference of income taxation in: 
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` Financing: International Business Operations 
- by Jamis C. BAKER and THOMAS H. BATES. | nr 
International. Textbook, Paperback La: ke . 


Sovereignty at Bay- 
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by RAYMOND VERNON. 


~ Longmans, £3 $0. 
` The first of these two books is E as a “Soltegé text on the 
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"^ poration. Like so many of. these, American texts, "the: standard, 
^. of exposition. and quality. of cohtent is. ' surprisingly high. Any ` 
-< young accountant in the service of any: ‘such organization’ could. 
. profit from’a reading of this book. It covers matters as- divergent 
_as the international exchanges, tax-havens, arbitrage arid export: | 

` "associations, -and the basic problems of auditing such bodies. ^ 
{Fhe second book ‘is. sub-titled ‘The multi-national spread of .. 
“us 'enterprises* and is ‘based upon exterisive research: at the 


r> 
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“Harvard Business” School. Professor “Vernon: covers “a: ‘wide > 
ES ` Canvas: ini his evaluation of the nature’ and problems of. these * e 
increasingly: important corporations. It is.a readable book on:a ^; 


j SS subject-which is. bound to become increasingly. 'coritroversial;- 
+ not least i in those countries Where, these corporations: ‘have their 
E ‘subsidiaties. * d 
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“-yéstment.and the; ‘possible, implications and. developmierits within 


AM 


"` the European, ‘Economic’ Community. “This is- not. a; 'dull-. ; 


= economics! treatise; ' it is a balaricéd and óften shrewd-, assess- , 
n ment of: an y important politicozëconomic:i issue > with many, facets. 
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` will continue to be an invaluable work. 


, methods" and ` problems ‘of financing! the; multi-national cor- : 


The author: oud upon the. role of Japanese, overseas: jn-. u 
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abe case of à. an mee: TeconVeyante. To' quoté ‘the unen et 
"Lord Russell. (in IRG y. Duke of Westminster : (1936), 19° TC% 
. 490): “The: subject i is not. taxable' by. infereñce or "by analogy, but: : 
« only’ by the plain words of a statute. applicable. to Tue facts and : 
the circumstances. of the case.” = 4 : Gi 
“ The logic of the above-quoted arguments: is a: and. it. 
-is hoped that it may assist, if in“a small-way only; some practi--:- 
; tioner, éngaged at this time in battle with the Revenüe over the 2 
issue urider discussion. 1” Sg ag 
Future decisions of the, Courts: will no: «doúbt clarify the ck: E 
In due course. Until; such time, extreme caution.can ole be, 
` recommended to those advising on the matter of sale and lease- ` 
` back, particularly.in view of the Costs which unsuccessful: litiga- ` 
Don may, involve;: | P 
A ‘pious. hope. can also be mised that following, the ‘infavours 
‘able publicity ¿given to the. Austin. ‘Reed “issue and. thé mild,- 
‘treatment of the restrictions introduced i in the latest Act, the’ . 
“Inland Revenue: will moderate their future claims With tegard to; 
this matter; ` l 
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: Pastor Than Thought - A Symposium on 
" Digital Computing Machines 
edited’ by Lorp BOWDEN. : 
Pitman paperbacks, År 85. j E | 
` First published'i in-1953, this book. has been- widely recognized | E 
às an important contribution : to the literature on: computing. 
This’present edition is the first to appear in paperback form, 
It contains the contributions of 24 well-known experts of. the - 
|; period ; and, presents a history 'of -digital computing -machines, ` 
< their theory, and design, and the way in. which they have been . 
applied fo problems 1 in industry. and commerce and scientific: * 
` research. .. : 
- The: pace of dicione d in the computer: -world has Be ! 
so fast in the nearly twenty ¡years since the work was first^ 
. published that it appears of necessity to be a little dated. For ` 
, the serious student of computing and of Che -history of the. 
developments "which lead to the present-day machines, ‘this’ x 
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- The book is divided into three sections. The firet deals With * 


— the history and theory of computing machines, starting with . 


.- Babbage, and of programming. This is followed by a series’ of | 
descriptions of computers of the time. The last section contains ~ 
descriptions of: specific -applications, mostly non-business, ` 
problems ‘such as meteorology. and astronomy. The illustra-;: 
-tions serve to underline.the great progress that has.been achieved `. 


in SE technology š since. the book first appeared. í Ë 
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: RECENT PUBLICATIONS ` 


Six INTEREST (ant en edited by J. J/M. Michels and A. Jo yahi. 
' Reeken. | vii--308 "pp. ob x6. Tilburg University. Press, | s 
DA 32.50. E 
BEHAVIORAL EXPERIMENTS : IN ACCOUNTING, edited by Thómás' Së 
Bees xxiv 533 PP. 9X, 6: Ohio State University, páperbacik!: 
50.. , 
: CAPITAL BUDGETING: by A. James Boness. 
` Longman, £4*50. -. 
i Basic: BUSINESS MANAGEMENT, by M. A. Petets,. F.C.A. viyo | 
n pp. SFX 53. Jordan, paperback, 6op.. : 
J ACCOUNTING CONCEPTS, edited by C. J. Gibson, G. G: Meredith. 
and R: ‘Peterson: Ka 398 pp: Kris 6.. ‘Cassell, Australia Ed 
; paperback; $5: JS: d >, Gs 


-"Thesé books-may be obtained from, c or EE Gee & Co Publisher) 
, Ltd, us See EE 151 Strand, London WEAR. ge J. 
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PM E _ Objections? 


From Our New York Correspondent ` 


PM 
v 


HE ‘American Inititute has mund the impending 

publication of the transcript of the public hearings,* 
“held 3 in New York in May this year and noted in a leading 
article in The Accountant for June 29th, at which the 
Trueblood Study ‘Gtoup* received representations on the 
- proper objectives of financial statements. A 

- Mr Robert M. Trueblood; C.P.A., a partrier in the firm of 
"Touche Ross & Co, expects to follow up his investigations, 
. which have extended to all companies listed on the New- 
York: Stock Exchange as well as to.many accountancy 
firms and government and academic, bodies, by. giving a 


E RU on some of his findings at the annual meeting of the | 


. Américan ‘Institute : (to be held this year: in Denver, 
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; ee assets,’ so ‘that managemeñt must fully bear the 


E 
- 


reporting, responsibility. . The financial community — in 
common ‘with many others — has drawn attention to the 


- inherent conflicts in this, situation. But most analysts reject. 
° suggestions. that any escape: from the, dilemma i is possible. 


Another much-discussed issue in this. inflationary age, 


0 bj ectives o r. was the case for using’ current value rather than historical 


cost’as the’ basis of the financial report. Members of the 
investment community rejected. the. idea that accounts, 


/ should show. the. value rather than the financial position of ` 


` 


Colorado; and opening. on: October rst). So. far, however, ` 
this massive effort to redefine and redirect the aims of measure company managements; funds have -even been 


financial'statements has done more to crystallize differences. 


an enterprise — the objection being that value“is too sub-- 


-` jective-a concept to lend itself to precise measurement. 
Among company representatives, a consulting accountant 
with. Shell’ Oil Co made (he strongest, case ‘against the: 
current-value proposal, asserting that its adoptión would be- 
‘impractical and, in the case of a petroleum enterprise, 
‘irrelevant "and, misleading’. The Financial Executives 
Institute (made up: principally of accountants in industry) | 
held that historical-cost accounting had generally proved 
adequate: in the past. However, the Institute recognizes 
that alternative bases for, valuation must be reported 
whenever meaningful to readers -of financial statements ;. 
and it is studying.the future feasibility of meeting EE 
‘ment and shareholder needs in this respect. , 
` In deference to the new concern for social issués such . 
as: environmental. pollution and stability of employment, 
much attention has beer paid’ to the case for including 
some kind of report to society’ in the financial statement. 
Leading institutional investors áre known to be including 
‘social awareness among . the yardsticks with’ which they 


set up specializing in the shares of companies seeming to- 


` than to build agreernénts: Each, objective seems to -bring “excel in this area. A great‘deal of this type of information 


forth its objectors. | | E p, s e 


Potential readers: | Ce s 


ki 


the identity of the reader to whom financial statements are 
_ properly’ addressed. The Financial Analysts F ederation; 
for instance,. has bluntly stated that the user of ‘these 


` statements is the present or potential common shareholder, 


jM 


x 


all other users being adequately served if this Ge 


: responsibility is always borne in.mind. 


Consumer_ groups `take an entirely different» ' view. . A 


Washington ‘lobby’ , known as the Corporate Accountability: 
' Research Group, includes universities, ‘government agen- 
-cies and trade unions among the readers to whom financial, 
statements should ‘bé addressed. Robert Morris Associates 


' need Zo bear in mind the responsibilities of creditor as well 


as shareholder investors, and urges accountants to pay more P 


‘attention to. the needs of third- -party users. of- financial 
Statements." d S 

This. thorny question: EE E with probléms concerning. 
responsibility . for the” statements. ‘Most: witnesses: have 
_taken' it‘as axiomatic; that. the purpose of the: accounting ' 
exercise is to report. on. EE S ‘stewardship of 


=. ` 





Y Juss e of public hearings of the Accounting Objectives Study 
Group, May. 15th-17th,-1972.- Available. from the American: Institute 
of Certified: Public: Accountants, 666 Fifth Avenue, New York, NY 
IODIO,. USA, price $35. «^ 
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` representing American banking interests, underlines the ` 


. now -reqhires that all companies: report sales turnover. and 


is nowadays given in the annual reports of most American , 


companies, but“the Trueblood hearings and subsequent 


discussion leave the impression that — with. the, exception ` 
of an occasional feotnote — such information lies outside the 


s 


In the first place, thére is cans dersble disagreement on. scope of the usual financial statements. 2°. EY 
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Earnings forecasts. Ue ode d n ome 


Earnings forecasts, which are > given much less willingly i in 
the: United. States tham in. Britain, are still regarded as 


inappropriate for financial statements. It is admitted that ` 


' such forecasts have to be made by most. managenients, ‘and 


are ‘regarded : as an essential part of the company’s budgeting 
process. But the hearings underscored: : the dangers of 
misunderstanding — and the added “risks of professional 
liability actions ~ if these forecasts are made-public. l 

- Some industry spokesmen demonstrated the impossibility 


“ ` 


of making a truly dependable forecast,- however con-. 


scientious its preparation. Others pointed to the competitive 


. disadvantages . of allowing “management. expectations to . 


become generally. known: One investment analyst summed: 
up-the difficulties with. the t terse, comment: “Most mánage- 
ment forecasts are wrong.” 

' Another contentious issue was Filed; in the EE 
“of product-line reporting. In these das of conglomerate 


, entérprise; a company's fortunes-can be greatly changed ' 


by differences\in the profitability of the various segments 
of its activities. The Securities and | Exchange Commission 
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yor n P * at ` = 


September Zh, i972 : S E ` p NE dee 


` - 
A PALE 
Se x 


E z A 
` ë z d , X SQ H 
` '. 
^ 
T u US " E m y " 
' SS 
^ e D - " 
. 
Lo A - * ` 
4 = Kéi , GC sa 
, 


. their reports to shareholders. 'The argument was. made ` 
that all companies should. be required’ to do' so, And 3 


that the breakdown. should become a part’ of the certified 


^ 
fs. 


The credibility. and isine of Bandi: statements’. 
could: be further, enhariced, it was argued, by. more re frankness 


` 


^ net. earnitigs by product liac in the SEC’s so-called E in: 'thie freatinent ve income e taxes, A reconciliation of share-:> 
document. Many companies include this information in - holder and tax accounting was ‘proposed: as a useful, 


addition to the notes. to the financial statemerits.. ^ ~~ 
¡These and: other issues raised by the Trueblood Study 
Group. are indeed fundamental to’the future of the profes- 
sion; nor is their importance confined to practitioners in 
the United States: The October report is, therefore pong 
‘awaited, with unusual eagerness. l 
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D Strategic pening: is very much ¿ona a] with the choice peewee alternatives, ; a 
kg God 7 ' " "process which may. be simplified;to identification, evaluation and selection. It is also 


[ T is s possible to develun a "E process of Corporate 
planning without EDP assistance, and I would argue that 


any company . introducing corporate , planning should. 


reach a stage when the system is working before consider- 
ing more sophisticated - aids. Computers; can provide 
invaluable assistance in the analysis of data, in forecasting 


- and in'corporate modelling. All these techniques should be 


seen as tools of planning, not as the plan themselves, for 
‘the total planning process involves mány factors which no: 
one.has yet learnt to model. © | 

_ Many large companies already have SEN with 
-corporate models, and for them (us article might read .. 
like a description of how to invent a wheel. Not all large 
businesses ‘fall under this category, and there: are many 
small-to medium: companies for whom the possibility ‘of 


such models is still unexplored, and fer whom a description 


of some personal experiences may hold - interest. The ` 
¡*company.is one of about {10 million annual turnover, "with" 
interests in food and pharmaceuticals, and ‘operates: a 
«number of overseas subsidiaries. The ‘niajor:‘part.of its- 


equity is owned, by a-Swiss EES which 1 In turn. is a 


f 


subsidiary of another rop. 


~ a” 


Manual analysis j 


' We began” to introduce:a system of corporate planning i in 


May 1969 and.by June 1970 we bad completed our first ` 
plan, SE a paed of. five ` years. All analyses were made 


The author. is “planning manager of Wander Ltd and Vice- Chairman . 
of the Society-for Long Range Plaríning. Previous areen in the series , 
appeared i in the issues e Augiist jd i net NX ët 
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concerned with uncertainty and change. Decisions have to be based on forecasts and 
GE should take account of the Eër implications of both success and E 
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manually, and althbugh we were abis to wake sense out of ` 
“the main alternatives in the strategic plan, -we found 


felt important to a proper understanding of the risks we 


“faced. 1t was also found that ‘one selected set of Strategic” 


decisions at profit, before tax level resulted in. numerous 
alternative financing plans: to arrive at the effects of these”. 


. Was à daunting exercise in number-crunching. Sensitivity, - 


difficult at the pre-tax level, became’ virtually : impossible: : 
when taken through these financial SMAR EIGS to that alk... 
important element, cash flow. 

At the same time we knew that we were MOS a. 
time when, an ability to examine strategic decisions ata. 
much faster rate would be: important to us. We^began to. 
use the‘computer for project evaluation early in 1970, and ` 


-the success of this led us to a point when we-could set” 


ourselves the target | of developing some form of copat 


_ ¿model for our. overall planning activity. 


In order to make this a thanageable problem, we decided ` 


that we wanted to be able to study only our food: business in . 


. depth, although ‘we needed Io. take the results through; to.: 


total company cash flow. We bad to:cope. with the current.. 
year plus the five; vears of the plan; and we would restrict . 
the model initially to the activitiés of the British company -. 


. and merely input. the. forecasts, for our overseas -sub- 


"=. 


 sidiaries, Thé type’ of problem wwe expected: to face led‘ us’ 
to think of a ‘case study” rather than an ‘optimizing model. 
^ This simplified our requirements, ‘but did':mot .maké 


difficulty i in coping with the'sensitivity analysis which we * 


` 


“them simple! A feature of our business is the large volume" - 


of export. turnover, and.the attendant risks-made it necés- , 
‘sary, to be able to’ look. at results ‘both: WE product arid the’. 
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-major importing UM 
examined separately for'the home market. Because of their 


differing cost structures, the ' mix' of pack sizes: was of 
. considerable interest to us. Raw materials and their forward 
`. prices were a key àrea. We also had to be able to cope with ` 
.. certain technological developments which we could foresee. 


— and these were only some of our'requifementst : | 
We have no OR function of óur own, and felt that the 


` ` best approach. would be to use somebódy else’s. software. 


After much consideration we settled on the FEP package 
offered by Robin Ramm and Partners, which proved highly 


.' successful in use, and. was reasonable iri cost. 'T'o set up the 


€ 
r 


` model cost no more thán the yearly salary of a senior clerk, 
plus the. involvement.and training of some of our own 


.employees. Total charges are currently £20 per minute, on 


a Univac 1108 in a: bureau: in this time we can print out 
“either the complete model or three or fout sensitivity cases. 


“(depending on the amount of data needed: tó. be changed 
and.printed out). At a later stage we can have a terminal 


connection to our own offices, but on grounds of cost 


. effectiveness we do not intend to take this step for: some 


time. 


Lä 


Modelling without computer 


The first point to be made here is that it is possible for the ~ 


small to medium. company to possess and use a corporate 


model at reasonable costs, and’ without’ specialist OR. 
staff. In fact, the company does not need to have a com-. 


' puter of its own and, even if it does, might be better 


advised to use outside. facilities. We have had accountants. 

^". ‘and-planning staff. trained to operate ' the. modeland —: 
although we have sometimes bad to send out frantic SOS. 
+ signals.to the consultants who- designed it — by and large ' 


we have had no real problems. 


There are, of course; many RE models on the ` 


market; including: some on a time-sharing basis, and it is 


necessary for the intending. purchaser to shop around dc 


little. It requires: some persistence to establish the strong 


- and weak points, and even more to calculate the likely total 


"cost from the quotes offered. | 
We began to develop the model in ONIS with our 


¿second planning. cycle, concentrating mainly ‘on getting. 
` the. “bugs'-out and proving it against our manual calcula-. 


tions. Thus it was not until about autumn 1971 that we had 


^ a tool which we felt was ready for intensive use. I might. 
add that what we learned during this period impressed us 


so much that we abandoned the capital investment: analysis 
_ package we had been using and began to use a variant of 


our ‘corporate modelling system.. This carries the ‘added 


advantage that if-a project so analysed becomes firm, the 


. task of adding the new activity . to the corporate model i is 
| already half done. ` | 


The benefits come from a model wien it is TT and 
when it contributes to decision making. We began to use it 


for the 1972 planning cycle, and its first task Was to i | 


us-‘to set planning assumptions. ` 


We had always spent a lot of time in studying environ- 
mental factors of ‘all types as this is an essential part of 


good planning. In 197I, as a prelude. to. ‘determining 


` strategy, we forecast each major raw material price over the ` 


Aa ` 
- SÉ 


r 
à 


. D 
~ 4 ` ` E n ç cod a ` 
n - 1 D : ut , T 
' T » A 
204 WI po t? KW 
4 : r H “a ` x ^ 
KÉ 
- ` ` 
r - * 4 
5 " E no r 1 M E . 
a; 1 š 
' i , à ` A m 
L3 3 ' 


Produc: also dud to. rd 


‘branches of our ‘tree’: 


: Spent 7th, 1972 


cost’ factors gege projected standard cost indices for 
X each of our main products. This was used as a basic 


assumption for the initial'sales forecasts, and: a starting 


E point for planning technological strategy. "The. calculations 


in 1971 were tedious and time consuming. In 1972 we used 


.the model to calculate the costs, using the volume data 
` already entered from the 1971 planning cycle, and entering 
‘the raw material-and other prices as sensitivity factors. The 
"answer was: ready i in hours instead of days. ` 


'The second use of the model was during the planning 
phase, when we input some' revised sales and, expense 
forecasts, price strategies and various changes in process 
which we might implement. Entering all this initial data 
as a ‘permanent’ change took some time, and we calculated 
that a pair of good accountants could have reached the 


result manually in about the same amount, of real time. The 


print-out of, the first ‘plan’ for study į gave us no gain over 


. the old. methods. However, at the same time we had pre- 
“pared some, alternative strategies for examination: the 


computer printed out results to cash: flow for each of these 
variants about one minute after it had finished: the “base 
case’. Inputting these variants had also been a matter óf 2 


few minutes, and it was at this point that our accountant: 
`. conceded that the model had beaten them. It is also worth 


mentioning that — although some of the work in quantifying 
strategic-plans is exciting and stimulating — there is nothing 
more boring than having to work out, by hand calculator. 


f numerous variations. OD ‘the same theme. 


:So the first two stages of use „helped. us with basic 


_ assumptions and the choice of strategy. This was followec 


up with ‘the exploration of further possibilities which : 
study of the: expected results suggested’ to‘ us, and the 
examination of certain sensitivity factors to give us : 


better measure of. the possible consequences of certal 
risks. | 


A I 7 d 


Decision trees T oue Las - 0. 4 


We use the model in conjunción with TATA trees, anc 
‘can quantify" many. of the, possible decisions and chance 


events that these reveal, For us, decision trees are both: 
good analytical tool, and a visual aid.for the discussion o 


-alternatives at our management committee. Before we hac 


the model we often. had to forego quantifying some of th 

now the only. ones we do no 

quantify are;the ones where results are. óbvious. e 
Perhaps.one of the best things the model has. given us is: 


negative! We no longer have that tertible sick feeling in th 


stomach when the chief executive looks at all our calcula 
tions and suggests that we dó them all again to incorporat 


some new factors, or test an idea of his.’ 


We also have a fast response method of taking: nev 


factors into account between planning cycles. If our xa 


material forecasts appear to be going wrong, we can put i 
new ones to see what the effect is:.a very useful facilit 


“when preparing to negotiate a new raw material contrac 


with.a supplier. > . ` | 
My. only complaint i is that I have to jue each. com 
puter print-out to compare the expected results of eac 


.case with the base:.Perhaps that is not really a complain 


.: because it does: establish that I am in control of the mode 
five-year period and used: this, and our estimates. of other : 


SE not thé other IW round. 7. 
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EQUIPMENT NOTES AND NEWS 





TRANSDEX PLANBOARDS have been designed by Sasco Visual 
Planning Ltd to hold information cards so that they are readily 
accessible, with headings clearly visible. They consist of slotted 
panels, moulded in tough, grey plastic, which are grouped 
together as singles, doubles, or quadruples on backing boards. 
Backing boards are finished in an attractive dark green, and 
have a standard height of 2 ft to fit into the full range of standard 
Sasco chart mountings. 

“T-shaped cards used in the Transdex Planboards are 
available in a variety of colours for coding purposes. The 
visible ‘tag-top’ of the card carries a bold reference heading 
while the concealed portion carries the reference information. 
If preferred, straight cards can be used by fitting special plastic 
pockets into the slots. 

These planboards, in a Sasco swivel mounting, provide a 
visible records installation with over 2,000 stations for a card. 
If required, conventional Sasco charts may be fitted either 
facing or side-by-side with each planboard in a swivel mounting, 
thus providing a graphical representation of an, operation 
together with. a visible filing facility holding additional data. - 

A range of Transdex Planboards mounted in Sasco chart 
track provides a continuous 'rotating' system whereby the 
‘current’ planboard on the left-hand side can be removed when 


its information is redundant, loaded with fresh data cards, and 


replaced at the other end of the installation. 

Transdex Planboards can be used for all aspects of produc- 
tion, financial planning — including credit control, stocks and 
spares control, warehouse work, drawing. office: references - m 
and a variety of industrial and: professional applications, 


Twinlock Sasco Visual Planning, Sasco Foie, 47. Hastings : 


Road, Bromley, Kent BR2 8NA. 





| Transdex Planboards in a Sasco Swivel Mounting, providing a 
visible records installation with over 2,000 card stations. When not 
in use, the Planboards can be folded flat on to the wall. 











This visual display terminal, which has been introduced by Burroughs, E 
incorporates advanced electronic technology and is less than one- 
third of the size of conventional visual display units. Comprising. 


three modular components — the display panel, keyboard and us 


control unit — the TD700 Self-Scan Terminal System, asit is. called, . AS 


is no larger than the average intercom device and i is ideally suited for e i E 
use on the executive's desk. d e T 
The modular design permits the two units to be separated so ha x 
the control unit, which occupies little more space. than a telephone, — 


"can be housed out of sight. The low voltage and power consumption ` Gë 


requirements, together with: the completely silent operation of the x 
terminal. further enhance its. advantages for use in the office. C 





Versatile Copier 


A "VERSATILE new heat copier, the ordifáx 8 Automatic, - 


performs six separate office machine jobs from straight copying — 
to. offset platemaking and larninating. It also saves money and 


secretarial time by eliminating ‘trial and error’ copying. Just | 
launched by Ofrex Ltd, the machine controls image density ` 
- automatically, ensuring consistently clear, clean copy quality, . 


without adjustment, even during long runs. A 

An advanced feature of the Fordifax 8 Automatic is an — 
electronic ‘fail safe’ device which eliminates the over- heating ` 
problem inherent in conventional heat copiers. This automatic- ` 


ally” adjusts heat source and image density during the run, - 
. saving copying time by cutting out the need for adjustment ` 
Stops. Costly paper wastage through the production of too dense -. 
- images is also prevented by the new device. 


"There are just two 'no-skill' controls on the Fordifax 8 Auto- x 
matic: one combines an on/off operation with a motor speed E 
control, while another controls image density. Different settings ` 


are recommended for different Jobs. The operator simply sets Se 


for the job and starts copying. SC 
The versatility of the new copier makes it valuable for both _ 
office and educational work as its brings offset printing to the 


premises. In addition to producing straightforward dry single ` 
copies from any black and white original, the Fordifax 8 Auto. ` 


matic images small offset paper plates; cuts stencils for ink - : 
duplication; images masters for spirit duplication; makes over- 














projector transparencies: and laminates. Every function 
performed in under eight seconds. Maximum copy size is 
gd in. wide by any reasonable length. Priced at £135 and de- 
Signed. for easy | maintenance, the new copier is guaranteed to. 
five years of service. 


Ofrex Group of Companies, Ofrex House, Stephen Street, 
padon: WiA 1EA. 













mproved Duplicating Stencil 


AN improved ink duplicating stencil has been introduced by 
Ricas Ltd as a result of asking customers ‘what do you really 
want from an ink duplicating stencil? The Elite improved sten- 
cil is claimed to be more robust and higher in quality, yet no 
` more expensive than any other comparable duplicating stencil 
currently available. 
Two of the most common requests the company heard were 
for a stencil which could be used time and time again without 
Mhe head breaking up, and for one on which closed character 
„letters (q, e, o, p, a, d and b) did not fail during duplication. 
. Both these requirements are said to be met in the improved 
"Elite stencil, which has a special cellulose coating; unlike 
* conventional wax stencil coatings, is not actually ‘cut’ when the 
stencil is being typed ~ leading to clean, clear letters which do 
2 not fail. 
The strength of the Ricas Elite stencil has been demonstrated 
o by crumpling up a typed stencil and then running off perfect 
< copies from it. The heading has also been considerably strength- 
ened by the “double overlap’ technique. It remains intact during 
; long runs, even on badly adjusted duplicators, and enables the 
stencil to be used more than once. Other features of the im- 
-proved Elite stencil are a distinctive easy-to-read ice blue 
indicia and head panel, and a double-sided carbon backing 
which increases readability during typing and evens typing 
= pressures to ensure consistency of the duplicated image. 
-= Ricas claim that the Elite stencil is suitable for three-quarters 
"` of all office duplicating needs and the company guarantees a 
minimum run of 5,000 from each stencil, which can be run up 
fo five times. Headings are available to fit most makes of 
duplicator. 
^." Boxed in sos or roos, prices start from £2:56 per box of so, 
-subject to quantity discounts. 


cs Ofrex Group of Companies, Ofrex House, Stephen Street, 
-London WIA "EA. 





Electronic Calculator with Percentag 


WirH the introduction of VAT in mind, as well as. the 
of time already involved in checking and working out 
centages and other calculations, Decimo Ltd, distribute 
Ricoh electronic calculators, have introduced. two new 
culators, both with percentage keys. 

The two models, both with a 12 digit capacity, are 
Decimo-Ricoh 1215 and the Model 1213 — a brief-case batte 
mains version — which are priced at £148, plus £20 for a charg I 











unit. 


The Model 1215 has flow arithmetic, a memory, constant, 
floating or pre-set (at o, 1, 2, 3, 4, and 6) decimal point, and the 
Ricoh special percentage key. With the percentage key, plus or — 
less percentages become a simple operation. Percentages are 
added, subtracted or included into calculations at a touch of the: - 
key, quickly and accurately. One depression of the key gives the ` 











The Decimo- Ricoh 1215 electronic calculator (/eft) and the 1213 
brief-case battery/mains version. 


actual percentage; if depressed a second time, the percentage is s 
applied and the net or gross answer is displayed. x: 

The brief-case battery/mains version, Model 1213, weighs 
1-1 kgs and is only about the length of a pencil. It has all the ` 
features of the 1215 but is ideal for use at meetings, when ` 
travelling or for use away from a power point. An attractive ` 
carrying case is also available, the flap lifting up so that mec 
calculator can be operated in its case. e 


Decimo Limited, 95 Gray's Inn Road, London WCIX STX. e 


Out on Audit 


Only one-third of the auditing staff. of 
Arthur Andersen & Co are in their. Man 
chester offices at one time, so that W 

interior designers were commission 
design a new interior to the offices the 
asked to plan the working areas 1 
empty desk space. The solution was a seri 
of fitments in a carrel format, and es 
working space is shared by three members. o 
the audit staff who have their own individua 
locker storage above. Work surfaces and: 
service panels, for telephone and adding: 
machines, are clad with Arborite ‘Nugge 
Brown’, curved to avoid dust collecting: 
joints, and finished with a plastic trim i 
front. The lockers above are surfaced in . 
Arborite 'Doeskin'. Members of the tax staff +. 
have wall desks, also surfaced in Arborite, . 
with shelving above. Further storage is . 
provided by mobile teak filing cabinets. 
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UN ER rather than a qualification ¡ is ade by. Rébson, | "This i is in lid with the policy BE diversification on: be the. M 
Rhodes:8 Co in their’ report as auditors of The Wellman ` improvement in: the group's position. in the. past few years. has > 23 
` Engineering, Corporation. As note 6 to the accounts. ‘relates, ` been based. ‘Last’ year only a little. over 30 per. cent 4 of gróup Ç i 


“stocks of two ‘subsidiaries were.found to have been incorrectly : ‘business was based on eine stéel industry. - Se 46. aes 
valyed at March 31st; 197%, and. new management had to do He age 9s CLONE SN? MES E O. LOCUM. 
best valuation “job it could: The auditors consider that the ` l vc. Ts ge ` EE EE 

| adjustment has been reasonably stated. “`. Š GR E ' Principal- change ` s mw ga d EINE ES 


` “Adjustment? is the word for more than stocks in: The Wellman ! Apart from’the treatment of the 50 per cent interest in n Wellman’: s 
“Engineering Corporation. , The whole. organization has been ‘Incandescent India in accordance with Institute recommenda ee 
_adjusting, to changed conditions over'a number of years: Sir - tion, the principal change in the accounts for 1971-72 is that» Ge 

"Peter Roberts, who has beën chairman for 18 years; and who is .they'áre ‘presented’ on the basis (at a proportion of the profits,” 
handing over to Mr A CN Hopkins, ‘traces this period of on the contracts, in the design and contracting field is. taken ^, 
change 29 his final statement as chairmán. : so. when: engineering’ and procurement functions are: complete . E 

` Between 1954 and. 1962-the' group opéiated profitably. i In ‘its . rather, than on delivery. of ‘the contracts. The effect of this ~ 
traditional. market of steelplant equipment. But then, in a. ‘change i in basis is to: reflect more, closely work done during the.» 

“period of world recession, competition: + particularly from ` - year;. profit on ‘which would otherwise have: been postponed: to, . p 
Germany, Japan and the United States — became-severe. subsequent periods. The amount. involved . in ‘the change, ` 


Profit margins were cut and, to make matters: ‘worse, the tradi- ` however, is only £5,060 before tax: ` | Ee SCH 
tional open hearth steel smelting business on “which Wellman ` On the question of Che prior year adjustments: it is explained ` 
bad relied was superseded, by the basic oxygen process. ^. ^^ . “that” at Wellman’ Industrial Controls, although stock values at ` 


Profits which had grown. in round figures from “£560,000 to March 41st, 1971, were acceptéd. as reasonable, during Sub- 
£2,725, ooo between 1954 and 1962 fell heavily between’ 1963 - sequent rrionths the figures on which the estimates were based 
"and 1969. During that period Wellman adapted itself tó become were not substantiated. As the result of a thorough and critical. 


t. 


."the UK leader. in the field of basic oxygen: plant, although this : ' investigation, it appeared that stocks had been overvalued. . MN u 
“field itself became, subject to: cut-throat’ ‘cothpetition, We T . At Wellman Alloys'certain castings made during the 197071 E: 
SSS P | "+ year proved subsequently to be unsatisfactory. A full'investi- 
“Changed: direction CM MEE MX M s . gation of stocks reyealed that a number of highly valued castings, 


By .1968. Wellman was concerned i in TM constructioki of sore which were still in stock at thé end ofthe year had to.be' scrapped. 
‘two-thirds of new British basic: oxygen, plant, but profit margins. Sir Peter states that - he is ‘now. satisfied , that’ the remedial ` 
were minimal. At the samé time it became «clear that through ` measures which have: been: «taken should prevent recurrences, 


E 


; World over-capacity, Wellman could not hold ‘out alone in one at e either. DE. Ve wu ram TE ISOLE A m 

"of its. traditional markets - — cràñe manufacture — and thë'assets + ^ ^; Lem E E E. ng dk. Y LEM ux eee 
-and goodwill of the crane'business were sold to Clarke. Chapman. SANI ST eee. up. ef 4 KEEN 5 ane z roe 
' At this stage, as Sir Peter relates, in view of the low’ margins - Revival timing > EE E E E: a po 


' in the field of steel industry equipment, Wellman entered: into “The policies. followed y the group: have. now: E ine: ; 
a policy of diversification. So another ‘major re-orientation ` creased ` profits for. three ` consecütive years.. The imediate E 
began, this. time towards steel ' furnacé devélopment, .: gas future: must: inevitably turn on the timing of the ‘revival in the 

engineering, rnéchanical: engineering and foundries. This new- “capital goods sector. Sir:Peter, in his report: with the accounts, ` .:: 
-policy, as the latest accounts show, has brought profits up, to over . . -had.té admit that the industry * as a whole still awaits.the réaction - . 


- the £700,000.pre-tax mark again. `, ` ' ss which it is ‘hoped will follow the i increase, ¡in .cónsumer: démand Gg 
The past year was, in Wellman terms, à relatively stable “c one in this country and an improvement: in world trade. is 
"but it still involved changes. The Albert Mann: Engineering ` There are; however, signs of ` upturn in „orders in some cóm- ^. 


. Company, was moved from Clacton, Essex; and _put alongside > panies within the group, although it is impossible, to make a firm... EI > 
-Wellman Mechanical Equipment at Darlaston, Staffs. ‘As part ` forecast. of thé total outcome in-continued uncertain economic | 
` of this iéorgáriization the' business of. Wellman “International ‘conditions. Profits for the -first half of.this year are oe. ` 

‘Engineering was closéd down, which meant withdrawal from’ ` to-be down on the first-half of last but this is unlikely to. be. SCH 


the field of large-scale: international Contracting “which has ` "significant in so far as full-year results are, concerned. . Ad 
` proved Less ¿profitable in: recent years, Resources will be con-, -Weéllman's is. a. remarkable” story, of. reorganization ' under. . Td 
centrated on the spécialized fields of „mechanical engineering ' stress. Thé group has. changed. product direction not once but ^ 
"and contracting in which the returns aré more'rewarding. twice in tlie past decade and is ‘beginning to prosper. Perhaps; ` 


Seeking’ expansion in aréas related to its established business, now the new direction is set and-growth is. returning to earnings ^: 
Wellman bought the business of The Ceewrite Manufacturing . the company's report and accounts might i in future include that Po. 
“Company, designers and manufacturers of torque control'and - extra-statutory information that has comé, to, be accepted: as i 
eles mechanisms i in the field ei power transmission, MEO. _ part of present-day. company. Terrae PI ND 
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THE WELLMAN ENGINEERING CORPORATION LIMITED: ` 


NOTES ON THE BALANCE SHEETS continued 
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` 


a 


11 


» 


Corporation 


x 


A 


_ Group 


` 


H 


` 


7 Provisions 


Corporation 


1 ae 
` Revenue Reserves 


, 


Le ue 


September 7th, 1972 : E 


Comprise: 


ie + 


` 


934 


16,282 


934 


16,282 . 


— 


- 


serve at {st April, 1971 


- 


Provision no longer required in respect of 


trade investment disposed of in 1971 
Surplus on revaluation of freehold 
property (Balance Sheet Note 1 (b)) 


General Re 
Add: 


50,100 
£66,087 


r „` t 


152,399 ` 
£167,784 . 


x 


1 


1,792,937 


£1,816,662 


1,366,096 
£1,389,219 


yees' 
y invoiced 
completed contracts 


D 


5 


Süpplamentary Pensions and Emplo 


.' Benefit Scheme 
and contingent liabilities on 


: Cost of completing contracts full 


Nä 


` 
? 


ER 


Terminal loss and reorganisation costs less: . 


- attributable tax relief (consolidated 


Deduct: 


8 _ Deferred'Taxat 
This: represen 


Note 2) 


Profit and Loss Account 
Loss on devaluation of Rand’ 


- 


Wi 


x 


CS, 


ion ` . f E : : 
ts corporation tax at 40% on the excess of the book values of plant, machinery, furniture, 


fixtures, fittings and deferred revenue expenditure over the tax written down value thereof. 





- Share Capital 


Provision for fosses on trade 


Group and Corporation ` 


680,843: 
“430,962 


\ 
V 


836 
47,993 , 


600 
£648,829 


è 
r d 


` 


680,843 . 
727,650 


746,167 ` 
£1,347,003 ` £1,408,493 


600,836 


investment and shares of a subsidiary 


1971 


£3,000,000 £3,000,000 
£2,815,939 


1972 


£2,815,959 


ki 


inary Shares of 25p each 


~j 
` 
Issued 11,263,837 Ordinary Shares of 25p each fully paid 


Authorised 12,000,000 Ord 


ae 


Unappropriated, profit 


£811,805 


10 Capital Reserve 


s 


ary. 


` 


ano eee AE AA 
' 


000 (1971—£87,000) the bank overdraft of a subsidi 
223 (1971— £35,886). . | 


I , 1972 this overdraft amounted to £75 
There are also contingent liabilities for bills discounted amounting.to £29,458 (1971— £88,375). 


guaranteed to a limit of £50, 


ent Liabilities ` 


The Corporation has 
At 31st March 


` 


12 Conting 


i 


Corporation `- 


- Share Premium Account 


Sur 


i 


€ 
` 


THE ` 


c 


€ 


g-at the rates ruling at the 31st March, 1967, additions 


g at the dates of purchase and current assets at the rates ruling 


H 


13 Foreign Currencies 


plus arising on revaluation of freehold — 


and and buildings 


- 
^ 


` 


` 


at the 


^ 


Fixed assets have been converted into sterlin 


thereto at the rates rulin 


31st March, 1972. 
14 Undistributed Profits of overseas subsidiar 


” 


y 


- 


ACCOUNTANT. a 25 A 








. No provision has been made out of the surplus for the potential liabilit 


y and associated companies amounting to £58,540 


(1971-——£35,748) would be subject to U.K. Taxation if remitted 


297 
P d 


John. Brown' s Unusual Item ZE A 


| TE accounts of John Brown & Co for 1971—72 contain an . 


nüsual profit and loss account item — or rather a profit and 


Foreign Currency Loan £168,906.’ The amount is included i in 
the year’s pre-tax profit of £3,311,281. j 

Last March, 12 months before the final date for discharge of a 

. US dollar loan originally equivalent to £2 million, the company; 


ment of the loan and its replacement by a sterling loan for f2 
million for two years bearing interest varying with the interbank 


` 
= 


* 


1971, a surplus arose on the repayment of the loan. 
John Brown group. Although turnover was marginally higher at 


mainly because of a decline in earnings on the machine tools 
side of the organization. 


necessarily related to turnover: since throughout the group 
profits on contracts are brought in only when the contracts are 
completed, but any losses expected are provided for while 
contracts are In progress. 


British Match d | 


lightly used in the British Match Corporation. For more 
than a decade now the company has been endeavouring to get 
an- increasing proportion of its earnings outside.the match 
industry and there have. been times when success has seemed 
within touching distance. But in the 1971~72 financial year the 
corporation was back not only to square one but behind it when 
nori-match activities showed an operating loss of £177,000 and 
match industry profits were. ER from £4:84 million to £6-4 
million on the year, 


million, mainly due, to the closure of Grant Industries’ of 
Canada. at the end of 1970, and the chief reason for the poor 
non-match performance was the continuing loss suffered in 
forest products and: chipboard interests in Canada — that 
graveyard of so much attempted British industrial development. 


- 


; | to the extent that in mid-1971 the DTI imposed a provisional 
| anti-dumping .duty. British Match Corporation's: record in 


y to taxation on capital gains which. 


, | inflation accountng were to be applied to it. 


manufacturers A. & H..Meltzer is stated to-be due to a 


material stock sheets: showed that ‘certain unauthorized 


` 


could not be, properly accounted for’. In addition, a breakdown 
in stock accounting records which. apparently took place after 


corroborate quantities as shown by the stock sheets or provide 
accounts. 


` By the end of August it was hoped to have an. improved 
system of stock recording and control in operation. The ac- 


n the disposal of the properties. 


f 


f. 


may arise o 


73 accounts will cover 20 months, There «will be an annual 


sidered at an adjourned meeting. 


, 4 
i / 
er n = 3 k Pa > ` 


WM 


through J.. Henry Schroder Wagg & Co, negotiated the repay-. 


£1433 million, profits were over £1 million down pre-tax —' 


IVERSIFICATION: is not a word that one imagines is 


counting date is,to be changed to August 31st and the 1972- 


loss account note item.— Exchange. difference on. repayment of . 


é 


rate. By reason of the devaluation of the US dollar in December ` 


This was one of the few bright spots in a difficult year for the ` 


It is pointed out in the report that the year’ s profits are not - 


The years turnover was- £71-73 * million against 7559. ° 


Chipboard is in fact British Match’s main diversification, but | 
the chipboard industry i IS overpowered by Scandinavian imports ` 


recent years is unimpressive and would look distinctly poor if” 


. A. & H. Meltzer's Stock Accounting Proble ` 
ELAY in présentation of.the 1971 accounts of ladies’ shoe 


breakdown in stock accounting records. Shareholders are told in ` 
a letter from the- board that the auditors' examination of.raw 


amendments had been made.to the quantities recorded which ` 


the financial year-end meant that it became impossible to: 


any basis for any accurate stock figure to Be incorporated i in, the . 


meeting.ón October 24th but the! 1971 accounts will be con- - 
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 TOCK-MARKET operators à are God Ui like ; re in. TON the rate for the advisory job, a.long drawn 
walking. past so: many. “sandwich-board” men carrying out take-over: battle is a ‘considerable user of . executive time. ` 
Ss Reie of ‘Prepare tó meet ‘thy; doom’ that they ate ‘beginning: ` / And executive time .can bé more precious. tlián.a client eit er 
to think there mày be something i in ‘it, The doom is the énd of» lost or kept as the result of winning a take-over. battle on. terms 
_ the bull, market, that has ` been. ending. since Ehe FT" Index: that the bank concerned knows will prove excessive, UA OS 
reached, mé peak last May; but nobody 4 is. sure just | how the end NEL CT MN xat DIE cO me" ^ Ae WE VER 
is likely" to comé about", ps | | | 
“4 It is recognized that there-is going to be a e -= ` Q NE curr ent. disputed. take-over has béen instrumental i In: * 
~, or, thére ought to be-a;confrofitation — on wages and prices. , So’. throwing up a suggestion that there-éhould be some kind. 
> far the Govetnment-has- avoided’ confrontation, oñ: this subject ` of City Ombudsman to rule: whether or-not any particular deal 
^s, as Well as others, but the assumption is that sooner or later the. is in the best. interests of investors as distinct‘ from: industry. 
Se Government. will. have to stand: Or fall on the prices | issue, e “There are take-overs. and. -mergers. which : do not concern ‘the . 


E ` The: doom, theréfore, js the prospect: of a stand on: prices i - Monopolies’ ‘Commission, but. which all: the same do not. make i 
y: though not. necessarily. on wages, ; and that “combination would a lot of industrial. sense. ` F rom the institutional investment 
. play havoc with industrial earnings. It would certainly signal aspect, some of these mergers mean, that good, growth ‘equity 


- the end of the bull market. But, of course, it is not as simple as - .paper goes off the market. . | hos IT 
that. ‘Nobody can-be' sure. there will be a: confrontation, and eg  . This: equity ‘in a medium-sized progressive company; is 
nobody" can be sure that selling. now means gonne Out. some- Ge replaced, by a mixture, for example, of. equity, loan stock. and 

7 Where near the: töp: big ME d - Warrants -in,.a: ‘substantial. cóncern which is, in‘ fact, too sub- , 


“Becáúse of that. there i is a Se E to stay. 1n hope - stantial for growth performance: ‘Not. only’is’ the good: equity , 
` fülly, or still. to buy equities on a selective'basis on any. fall- . paper lost; but the good medium-sized. company" is lost. inside . - 
back i in prices, But all, the time theinumber of placard carriers ` the industrial -giant. Whether “this ‘calls for; ombudsman-style. 

. increases there will be more -preparations for doom.. But, then, * interference 3$ doubtful, «but: the suggestion has been made. 


the placard. carriers have always forecast doom... 56 “se , E S] * 5s SUUS UN uns * EE e E E TEN 

x y f | | nor e ` np A n 
d uiv s n | uu SE D See E a r n PAL PPOINTMENT: OF: "Mrs David Maxey: de . RE 
^ I "t š. ~ * m , . oat 4 KE? " Km 4 "o z 
; ch, e me EE | E oe eg A General Manager (London) of the Co-operative Bank, as a 


“CHAN GE seems to be Sonde 'over the. take- “over scené. ; poe: of.thé bank; and ‘also. of its: Co-operative, Commercial 

It is possible to detect a disinclination amongst thé leading - Bank subsidiary, marks. the determination of thé Manchester- - 
E banks to become embroiled «in, take-over battles and’ - ‘based bank to make SO more of a mark inthe: City. The bank;-. 
‘all the recrimination that goes with. them. 'The banks: are fully ` ` itself is. growing: strongly: onSits commercial side; ' concentrating 
prepared to advise on mergers and. to-act-as referees in derer - particularly ‘on . Euro-currency. and. intertbank .dealings. Mr 
.mining agreement on, terms between: outwardly: willing buyers `. Maxey helped- form. the Commercial Bank. subsidiary" three” 
and willing. sellérs, but they are not keen on'gétting involved ` "years ago, and has: been prominent in its' ‘subsequent deyélop- : 
now in the ‘try on’ bid which begins, at an obviously: ridiculous .; ‘ment. He.is row in charge of the City operations where the year- ` 
. price and ends-with the bidder buying ‘success tò'sdve face. at a “Told banking freedom”. has provided : major: ‘business, expansion ` 


' price just:as ridiculous at the other end of the scale.’ WEN . opportunities in: the. Jee of Ojo, from. City SE 
-Another point: is that, ° “although ' "merchant , ‘banks’ are. EEN ‘establishments. , V SS e E E O | e 
3 * x A t Ke P : b , I ei d e : $ P ‘ S et RATES: AND. PRICES ` Í Y + | K p "n nw j A i z Es £i m 
Së ext ve = I A 7 t. ! Zon ` ` : n t I e | ° : x OR Closing prices, p Monday, Sépteniber 4th; “i972 A ES i S . ` S . de E n š 
re? . Ge us a c m Ga, Si "m Ze , H ^ " ^ i , ` wé ë, cx ETE SM 
ELTE E Gage? Bank. Rate. T LE E > ML x l Finance House Base Rate ~ ` September 1st, 1972. 8% ` GES SA 
f Mar. et SH od VH. deis pues T M “Retail Price Index (16.1. 62-160) 1657 (feds 16256, 16.679), 
tag. Feb.'27371969: ` | p 895 -; Sept. 2, 1921 - " OR ROLL x e E? 
š à S si BOL A Los : Tax Reserve’ Certificates: (3. Y. 92) Péreóhal ai — E 
e? Mess 55: 1970. E e KZ June 22, wee ‘ in) * ; ` S POE 3 : pas certificates: ¿no „longer? on offer). e r ET a 
j SE T GER E ` Treasury Bills. E E uu e Sarl A a së m c 
June A i E 6372%; YA ` eegen ` e e a E SCH ; Foreign Exchanges, DE a be 
July e ec. n Aen, . ‘Aug. 11. e £5"7687% : New Yon Eme NÓ 24489. . "Frankfurt sio 2 Zäre 
July 00.2 £5 418475, | "Aug. 18% . 7. E £5:7702 KN “Montreal”. e e 2:4075 - ` Milani + E RN -X 1423:59.- 
o July2r ^; » e £57457% - , Aug.25° QUID Cx. £5°8260% Amsterdam Pes gs E Uw- 9050; - e Oslo. "Ju, ` I6'o425. 
: fim 2o Vs 044 0o. e eeh Brussels i | 000 162632 is Ebene 
s I RU ‘Money Rated. As AA To, Eopenliagi E 9925; "Zürich 022° usps s 
`. Dayito' day. DD i E? U SESE Bank “Bills M: T m E Ung roo EE za. e C ux es ae 
pM, days .. At Ter BRO 9$ ` s e 2: months CH 64-614 tn, e o Se SC i» "is S aret H EE? 
_ Fine. Trade Bills E aM AQ TT. a 3 months’ is... 64-648 967 ol AM . s BE: GE Se 6575 “oe 0884. 
¿3 months . EC 178-8125. a" M" months `." “6-64 %:- 'Consols HOUR i BER o eA . , Treasury 9 e 1994> ... 97n 
E ` A months. : Hu ES 778-8196 s 6 months D. 6$ Ka -Conversion. SCH P Cb Treasury 81% SC sk IT ` 
MU WEE P EM KDE E Funding 3/5 A E, E d p do E 
T a ^ E D M A Eu. ` unding.3 99-04 : Ee GE d . 4 reasury, 28 An 77—90 DE CR 
Plc Rer Pet ‘Three Months: Rates T MM ER y Funding A, :60-90'' » | UE Y: sed 3175. 79-8r'. 734 >> 
: su «Local oua deposits ^. at m 98 4b x 2v ' ‘Funding 54%- 28-80" e Ben ees Treasury 5% 86-89 -..' -69 ,* - 
2.9. Local authority bonds +... E E OR E e cm dedo : Furiding 5127 82-84 . - "Bok, ` ^ "Predsury s£ Y 08-12 f. 59i | 
s . Sterling deposit’ certificates: - |>... Ié sek USTO o Funding 53% 87-91." ott -~ Treasury 2 SC syns 25k 


^ 4^ Euro-steiling deposits .'; <.. , 8 BR! Ge ' oy Funding 6%.r993 ` `. ot - ¿Victory 4% ^ "V "ue 099 V 


ts 
ES. I _Euro-dollar Geporita bee un TT v. Sh sh. | = Handing Te 85-87... 2 Sai. War. Loan 34% 0, 337k =. 
ar N "EL "E ES à e us on i 4 x KR ` y ELE p 
` d 2 Be Me gert 1 E b WI EN ` eaat 1 vo SC £ h o EM i " vd A x; :" de ⁄ > 
š . md " "AS š ^ H B 1 N Ze 1 F à SE ee, r; N d TEN Y d acd ju l DÉI ` » 1 L H SC WR + 
' = - 2 4 et a I , AS. tos, eo - AN ve hs, à 
BET ot LP š CE E - SEENEN i i n i 3 * 3 TN 4 t 
a 1 4 di - - , ët? ^ NN e I n e, '. so i 3 Ye. 4 * k oM > 
š í rd NK os ii š = 2 : £ 4 We a N MN 4 b. | si e om r Y, 
‘ Me — "Y pu us à š E ‘ ta N TOU ta AS Xen : EE EE ' Mus MENDA Ir Ki ie 13 4 V See 


ng Ss? uL M a . : rS THE 
September 7th, 1972 ` (7 





Official Guides to VAT 


SIR, — Dome gems from HM Customs & fcis Notices Nos : 


yoo and 701 [The Accountant, August 17th], being a General 

Guide to, and the Scope and Coverage of, value added tax: ` 

(1) Rate of VAT. ‘Apart from the zero rate, there will be only 

_  onerate of VAT, known as the standard rate. It is intended 

i the starting rate to be altered (not below 7$ per cent 
nor above 124 per cent) if the economic situation in 1973 
should make that necessary. So VAT enters the lists as 
a pseudo-economic regulator. When will they ever learn? 

' (2) Supplies. “Supplies does not mean stocks or quantities; it 
means transactions. . . . Well, why not say so? 

(3) Staggering. “Notifications to Customs and Excise have to 
be staggered so that they may be dealt with economically 
and promptly.’ The alternative is a 5 per cent economic 
stagger from 74 to 12$ per cent! 

(4) Self-supply, or goods applied to personal use — not the 

. . same thing at all. 

( 5) Zero-rating and exemptions. ‘Both zero-rating and. exemp- 
. tion means that no output tax is chargeable on the supply.’ 

(Good!) 'Zero-rated supplies are technically taxable 
~ (though the rate of tax is nil)... (What!) . . . and the 
VAT charged on inputs relating to them can be reclaimed. 
Exempt supplies, on the other hand, are outside VAT and 


input tax cannot be deducted Or reclaimed in EES of. 


them.' (Bad!) 
(6) Business promotion schemes. “This paragraph covers . ... toys 
. . in cereal packets, or pans ... with cookers.. . | ` ("selt- 


liquidators", i.e., goods provided for coupons, etc. , plus a 
cash payment). No comment. 

(7) Recording inputs. “This includes .'. . goods removed from a 
bonded warehouse for home use... A frequent occur- 
rence; no doubt. | 

.(8) Return Form Vat roo. “(There is.also a "Welsh version.) 
No comment. 

(9) Late, incomplete .or incorrect returns and payments.’ 
including power to distrain on (or, in Scotland, _poind) 

f his business assets.” You have been warned! 
. (10) Non-deductible Input Tax. Definition of motor vehicles 
| covered by the orders. “. +. and prison vans’. Not sur- 


prising. `. 
( 11) Entertainment. “(b) The tax is chargeable . . on the hire 
of . . . ice-skates or golf balls and clubs.’ ( f) ‘Admission to 


. ten-pin bowling rinks . . “fun fairs . . 7 Phew! 
(12) Zero- rated goods and services. “Exempted i items. Item No. 1 
. ice lollies . . 7 Too bad! 

' (13) Examples. of zero-rated and taxed items: ‘Zero rate — 
bones; Standard rate — dried blood”. Cremation or burial — 
which i is best? 

- (14) Zero-rating (Group 2 — water). "Explanatory note. Water, 

U except for distilled water or water supplied in bottles or 
similar.containers for beverage use, is zero-rated,’ What 
about the water in a-bucket, dear, Liza? 

And the fun hasn’t begun yet. Staggered registration begins 

. during October this year and perhaps Notice No. 700 at page 19 

has the last, word: The ‘forms may be sent in sooner if early 


~ 
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that this rate shall be xo per cent, but the law allows for. 


registration is specially wanted, but it must be realized that if 
too many people do'this there will ‘be delays.’ 

I strongly advise everyone who has received Form VAT 1 to 
send it in immediately so that thé whole cockeyed system is 
brought. to a standstill. Parliament can then be recalled from 
recess, and the Fiñance Act_1972 repealed. 


Yours faithfully, 


, Northwood, Middx. D. A. TRIGWELL. 


Pergamon Press Audit Report: 


Sir, — What is the reader expected to make of the auditors’ 
report on the 197i accounts of Pergamon Press EES 17th, 
issue)? : 

This report, issued nearly ten months after the company’s: 
year-end, states, in effect: ‘In our opinion, except that we have 
been unable to complete our audit programme, the accounts 
give a true and fair view’. 


Surely, if an auditor cannot complete the audit scope which: | 


he considers necessary (i.e., he does not obtain all the informa- 
tion which he requires), he must make up his mind as to the., 
possible effect of this. If he considers the effect immaterial,- 
he can give a clean opinion; if he considers it material, he can 
disclaim an opinion. Why leave it to the redder of the auditors' 
report to have to quantify and evaluate the gaps. in their working: 
papers? This practice may be true, but is it fair? 

According to the auditors’ last year’s report, the 1970 accounts 


` ‘could not be accepted as giving a true and fair view’. However, 
1970 figures appear as comparative figures in the 1971 accounts , 


with no comment as to their reliability in either the 1971 notes 
to the accounts or the auditors’ report, Also, if the opening 
figures for an accounting year are not accepted, would it not be ’ 


usual for the auditors to disclaim an opinion on the results for 
that year — especially as the 1971 accounts show no prior year 


adjustments in the profit and loss account? 
"The auditors qualify their 1971 report in respect of the 


possible effect on the accounts of adjustments arising from the : 


present tax position which “has not been agreed'. Does the 
fact that they make no reservation as to the possible effect on 
the accounts of the outcome of the D'TI inquiries, referred tó in 
note 22, mean that they are satisfied that these findings will not- 
materially ‘affect either the accounts or the company's financial ` 
position? | 
| Yours faithfully, 
JESSICA. 


Student Howlers 


Sir, — One should not think too hardly of the studént ‘howlers’ 
catalogued ‘i in Mr Allen’s article (August 31st issue). Some: of ` 
these, at least, are palpably valiant efforts, and I trust were 
rewarded accordingly. 


A 


^ 
Tutors, of course, no less hance examiners, receive their share. 


of such adventitious delights. Perhaps your: readers would like 
to share in two gems which have recently come my way, and 


which should not be taken as representative of the conjugal — 


virtues of accountants: 
What information would a bank manager require before 
opening an account in the joint names of husband and wife? 
— Enter alia]. . 
they are legally married. s 


Explain EE interest’ in connection ani a firet insurance 


_ policy. 
A husband EN an insurable interest in his wife. 3 


' Perhaps we had better leave it at that, before any of your lady - 


readers become truly incandescent! 


Pc 3 ` Yours faithfully, i 


` ! 


- MENTOR. 


`Y 
i D 


. Copy of the marriage certificate to make sure +. 


a 


: Variety 'of clients / 


` 
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E. EN The Medium- sized — Mad 
«Professional Practice ` 


š byD DEREK E. COX, F.C.A. 


~ 


A medine sized firm usually has a mixture of large, médium-sized and smaller 


h. 


as well as industry and commerce, 
have much to.offer, the young accountant 


should- not’ overlook the special advan- : 


tages and benefits that the medium-sized 


firm of accountants. can give. At certain 
_ stages in his or her career, a young ac- ` 
countant may well. find that working for ` 
` a medium-sized firm gives him or her the 

breadth of experience, 
` personal :- involvement and the . career 


benefits that he or she seeks. 


A firm of accountants is described us 


large; medium-sized or small, according to 


+ the number of its staff, Some people might ` 


refer to firms within thé wide range of so 


to 500 staff as ‘medium-sized’, although - 
others would ` use a somewhat narrower E 
. range. | : 


A-medium-sized firm does not have only 


medium-sized clients. “It usually has a- 
: wide range of clients consisting of large 


clients, which’ probably include public 


quoted companies and concerns with over- . 


seas interests, and à mixture of medium- 
sized and smaller clients, including 


companies, partnerships of various sizes . 


and sole traders. The -ámbitious- young 
accountant should obtain experience iri 


dealing "with- the, affairs of both larger ` 
and smaller clients. There is much to be , 


learnt from both in their different ways. 
Early in his career, especially when he is 
an articled clerk, he is- likely to learn 
much more from ‘dealing with the affairs 
of smaller clients. Hé will see a fuller 


\ y 
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the ` satisfying.” 


- clients. It thus offers a wide range.of experience to the young accountant. 
Personal involvement and career prospects c can both be excellent too. 


\ 





finish. He will be involved i in the prepara- 
tion of balance-sheets and profit and loss 
accounts and in the discussion of them 
with clients,.as well as with the seniors 
and partners in his own firm. The close 


i contact and Involvement with the srhaller 


clients continues- during. an accountant's 


.cafeer in’ the profession and; in fact, 


grows and enlarges during the immediate 
post-qualification period and later. - 


Many smaller, and. not so very small, t 


businesses operate -under -the . driving 


force of one or two men. Such men often 


look to their accountants for a great deal 


-óf advice and assistance. ‘Some. of these 


clients will be pushing very bard to make 
themselves: successful in the business 


world and the young accountant has a 


marvellous opportunity to learn a great 


deal in very many ways froi his contact 
` with such men. and their businesses. 
With the smaller and ` medium-sized . 
clients, he soon sees many aspects of 


how ‘such. businesses operate. He. sees 


picture and, with a little experience, -angles that he may rarely, if ever, See 
behind him, will see a a job ey to ee 


on the audit of larger concerns: 


Le 


D 


: contàct-with the partner of his firm who 


time just. how much he i is learning. . 
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Perhaps one may add that he may also 


` learn a great deal, in a somewhat different 


e pett 


way, from his contact with clients who. 


are not: so successful. Much- of this 


"learning may be gained by the young 


accountant without -his realizing at the: 


Pergonal service ` ` 


"Thé new emerging. client, who is trying 


to make his way in the business world, 


often-wants the personal service that the ` 


medium-sized firm can offer. The newly- 
qualified man 1s likely to be involved in 
giving this servicé and to be in close 


is also involved in giving this service. 
However, the ambitious young ac- 


countant also needs experience with larger 


concerns, especially at the post-qualifica-. 


‘tion stage. If a man has dealt with smaller 
“affairs only, his experience is limited. 


Larger ‘concerns mean larger-scale 


-problems. Experience is gained of dealing 


with much more voluminous -records, 
both in the client’s office and as regards 


the accountant’s own oreng papers. 


and schedules. 
A long,.detailed audit programme will 


need to be considered. Specific problems 


have to be dealt wh in depth. For 
-example, in some. companies the treat-. 


ment" of stocks and work in progress is 


difficult and’ can make the difference 
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- Mr Cóx, who took first place i inthe ` 
May -1951 Final examination, is a. ` 
"partner in Stoy, Hayward & Coand ` 
a well- known: writer: and lecturer. I 
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Ee a ew id a ; lois, Certain loan ` 


. accounts and -other amounts receivable ` 


` may’ need close scrutiny. A real snag. is 


that ‘the auditor often needs to judge. 


` what will happen in the future, in order to 


` ascertain the present value of assets — and: , 


this. can be.difficult even if one has the.. 


aid of the best advice in the world. and ` 


the assistance of innumerable accounting ` 


. standard statements! 


:with- smaller . 


1 


It is important to have experience of ` 
the joys or otherwise of computers, which 
many larger organizations have now 
installed. - Working on thé audit of a. 


large concern, the young accountant may 


also see something of their particular 


commercial problems, although not usu- 


ally to anything like Oe same extent as 
' concerns. With’ larger 
concerns, he also sees methods that they 


.adopt in their: administration, which can 
: be a thorny problem in any large organi- 


zation. c =| 

If a young accountant chooses.to work ' 
for a medium-sized firm of accountants, 
he should . have the opportunity of ` 


experiencing. all-these factors. There are 
indeed many. advantages in PUES a 


: varied. work-load. 


Parsons involvement 


; The staff set-up in a medium-sized firm . 


usually méans that thé young accountant 
has good ‘contact with partners and top: 


‘senior staff, as well as with clients. He is 
. likely to be very personally involved with : 
‘interesting audits. on which he works. 


This. personal involvement is very. 
satisfying. The accountant can feel that he: 
definitely . counts. and. really 'mattérs to 


the firm, Job satisfaction is always very 


friendly atmosphere, an easy informality 2 
and a happy feeling of team spirit. 25 

' The ambitious man should find that 
‘the informality and flexibility of a: 
medium-sized. firm enables him to do 


important. -A good firm -will have a- 


` good. work in his own particular way, fo. 


‘spread. his wings and develop, and to 
make an impression on the firm as a 


. whole.-His special qualities should: be 


noticed and developed; the work will be 


of the calibre to test his ‘mettle and enable 
him-to learn much as-he progresses. If . 
he works well; he will soon find that 
“clients treat him in very much the same 


way as théy would treat a partner of a 
smaller firm. “They will come to value his 


advice highly. He will find he has a great | 
- deal of freedom of thought and action, 


subject to the final overall control of the 
partners of the firm, from which of course' 
he should learn a great deal. - 

If the firm is expanding, the PN 
accountant should find that before long. 


‘he is involved in this expansion. Interest- ` 
ing new or special work —and a medium. 
sized firm may have much of such work _ 


-- 


‘Specialization’ 
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“ACCOUNTANT ea, 


cae come to E He : may’ even find Kä 


good work performed. 2e him has xm 
the firra to expand. : 


Many medium-sized firms have ` de- 
velopéd specialist departments,. such as 


in the fields of taxation, management 


consultancy ánd accounting systems. 


. The young accountant who decides that 
he woüld like to specialize in One of these. 
.fields will find that he can obtain a very 


wide. variety of interesting work — large, 
middling and small -in the specialist 
department of à medium-sized firm. The 
départment will be reasonably compact 


and many..of:the advantages of the 
medium-sized firm mentioned through-. - 


out this article should accrue. In parti- 
cular, the-young accountant should have 
close contact.with the specialist partners. 

“For the man on the general audit staff, 


‘the existence of specialist departments : 


in the firm may be felt to be a disadvan- 


tage in that they will. perform work. | 
On Oe 


that he might otherwise do.- 
other hand, be may learn much from his 


contact with those departments and such 
` contacts can be frequent in `a medium- 
7. sized firm. For. example, he may prepare- 


taxation computations dut on’ the audit." 
and then go into the taxation department 
to discuss them with the . specialists. : 


Clients.may put to him tàx, management . 
.consultancy or systems problems which ` 


he will discu.s with these specialists. 


H the newly-qualified accountant on . 
the general audit staff of a firm feels 


that he has a flair for specialist wórk, he 


. can. always . ask for a transfer to the 


EE GE 


Choice of. firm 


- The choice of the firm to work ‘with is a . 
. very important decision at any’ stage: Tt 


may be vital for the newly-qualified - 


accountant ori the threshold of life and in | 
possession of: the qualification that can 


open, so many doors. His first objective 


should be to extend his experience in: 
order to prépare himself for his eventual 
. Career. 

He may well not know what this career . 


will be. Even if he thinks he does know, 
his aim should be to gain a good all- 
round general experience. It is generally 
recognized that much better experience is 
nearly always obtained by staying in a 
professional ` practice immediately after ` 
qualifying instead of taking a commercial 


position at this stage. By so doing, he : 


remains on the high ground and can take 
his time in considering his next step. 


' It is easier to move from practice into’ 
commerce than vice versa because an. 
accountant who has been in commerce” 


- usually has had a specialized experience 
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"with appropriate remuneration, 


and seen the'problems only of his own - 
firm..An accountant with’ post-qualifica- ^ 
' tion experience in professional practice 
‘tends to progress much further than those. 
who move immediately after qualification. - 
A young accountant must not be shy of 


asking questions at an interview. It is : 
` very important from bus own point of 


view that-he does his best to discover — 


. whether the firm will suit him. Also, by 


asking the right number ‘of. intelligent. 
questions, he will create'a good impres- 
sion on the interviewer, who is, of course, 
‘trying to assess whether the interviewee 
will suit him. The interviewee should aim. 
' to discover the experience: that he will 
gain and general information about the 
firm, such as the broad range of its clients. 

He will need to consider the factual 
replies to the-questions that he has asked ^ 
concerning the firm and also the general, ` 
impression that the firm and the inter- .. 
viewer have created on him. ` je 


Career prospects — d 
"The newly-qualified man. in a medium- . 

sized firm should find that good work -, 
is quickly recognized, by both partners . 
and clients, arid financially, rewarded by - 
the firm. Promotion to managerial posts, 
in-a 
-medium-sized firm can come at an early | 
age to the successful young accountant. 


He is then responsible for a whole séries. 


of audits and, other work and for the 
Supervision of staff engaged thereon. 
Sometimes, after -spending 
` years obtaining post-qualification experi- ` 
ence in the profession, the. accountant 
moves on to other fields, such'as industry - 
or commerce. At this stage An his career, `. 
having achieved the accountancy quali- * 


- fication plus good post-qualification’ ex- 


perience, the choice can be enormously . 
wide. Nevertheless, thé’ satisfactions, of 
professional life are very often preferred. - 
The ambitious accountant will find that ` 
opportunities for partnerships in medium- 
sized firms are very good. Such firms can ` 
be very much on the look-out for people - . 


of suitable calibre and experience; merit - 


is-the only criterion, and capital by no | 
means essential. ‘The responsibilities are 
enormous and the -work-load _ rather-". 


heavy, but the financial and other rewards - . ~ 
‘should make all this well worth while. ., 


In a medium-sized firm, a „partner or: 
manager has much scope for his individual. . 
personality and a great deal of. independ-. . 
ence. : S 

Life has many great Songs to offer, and 


„a happy working career is by no means `; 
one of the lesser ones; Good relationships S 


and good fellowship with.one’s colleagues . 
are great blessings. Lucky isthe man who  : 
can achieve all these benefits; a medium- 

sized firm may well Offer them: | 


- DH t 
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HARD LUCK AT MUNICH 
BRITAIN'S only representative in the Final 


of the 800 metres at Munich, articled ` 


clerk Andy. Carter, had an unfortuñate 
-race. After coming third in the fastest 


heat of the semi-final round with a speed... 


of 1-46°5 — a faster time than either of the 
‘winners in the-other heats, he could only 
. achieve sixth place in the Final; for which 
. he qualified.as one of.the two fastest losers. 
He deserved a far better result than 
-* this. He knew he required a fast time to 
qualify, and leading the field. until the 


_ final straight, he reached 400 metres in ` 


51:62 secs. He finished strongly but. being 
twice baulked by the Polish runner in the 
. next lane undoubtedly robbed him of 
' two placés — and even the bronze. ` 

` Carter, on the staff of Thornton Baker's 
“Manchester office, was a bronze medallist 
in the European Games in Helsinki last 
~ year. | 


LONDON CASS LOSE THEIR 
‘GREEN PAGES’ 


For some years “The Green Pages’ of 
the London CASS which succeeded ‘its 
previous publication, Contra, have been 
the medium of communication of the 
Society and have kept members informed 
of future and past events. Now, however, 
in order to economize during a time of 
"financial stringency, the committee have 
decided to cease’ publication -of "The 
Green Pages' for the time being. 
Announcements relating to 


the 


activities of the Society will, in future, 


be made under ‘Roundabout’, Firms’ 
representatives . will continue to be in- 
formed of all Society activities, and for 
major events such as residential courses, 
Staff partners and training managers will 
f be advised by letter. ' 
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BIRMINGHAM'S ' SUCCESSFUL 
"^ TENNIS TOURNAMENT 


WITHOUT doubt, Birmingham CASS 
, recently staged one of its most successful 
tennis tournaments at the picturesque 
- Edgbaston Archery and Tennis Club. 

"The scene was set-for a most enjoyable 
. afternoon. "Fhe venue was- perfect with 


the Club providing an excellent tea, and ` 


the organization was faultless thanks to the 
tireless efforts of David Hare and his 
ablé assistants. Above all, however, the 
Birmingham students gave their whole- 
hearted support to this event with a total 
of 4o entrants. | 

_ Play was keenly contested throughout 
the afternoon, and all who participated 
thoroughly enjoyed the event, which was 
fittingly won by the illustrious Hare 
tennis family in-the form of David: and 
brother Julian, who convincingly de- 


featéd the new secretary, Mick rom 


and Peter- ae in the final. - 


Birmingham 4. - ` 
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LETTERS TO ROUNDABOUT 


Success or Failure - - It Depends 
. on the Committee! 


SIR, — I am shocked and surprised to read 
of the serious plight facing the London 
CASS (‘Roundabout’, August 3rd). , 
Problems of excess expenditure and in- 
sufficient income confront committees of 
students' societies all the. tíme; indeed, at 


. Birmingham we saw fit to impose a levy 
‘on our members this year. However, when 


such problems threaten the very existence 
of the largest students’ society in the 
country representing a vast number of 
student members, decisive action is re- 
quired by those burdened with the 
responsibility. 

There is no doubt in my mind that the 
responsibility for the success or failure of 
such a society rests solely and squarely on 
the shoulders of the committee repre- 
senting its members. Student apathy is the 
usual reason given for failure; the Bir- 
mungham Students! Society committee 
does not believe in student apathy. 
Students become apathetic, and. rightly SO, 
when the leadership of their society is 
apathetic. 

We, as a committee, therefore, have 


-worked hard to foster co-operation within 


committee leading to direct communica- 
tion with ` our members through the 
system of firms' representatives. Each firm 
appoints an articled clerk to act as repre- 
sentative for all other articled. clerks 
within that firm. Each committee member 
liaises with a requisite number of repre- 
sentatives. This system has a dual purpose: 


(1)to keep all’ clerks informed of 
pending Students’ Society activities 
on the’ educational, sporting and 
entertainments front; 


(2) to provide a channel whereby con- 
structive criticism and suggestions 
can be passed -to general committee 
via the-firms’ representatives. 


It is one thing to have keen committee: 


members who will arrange worthwhile 
events for the benefit of the ‘student 


members; it 1s quite another thing to gain ' 


support for these events. This is where the 
system, of firms’ representatives plays 
such a vital role in the life of our Society. 

This system ‘could fail but the Bir- 
mingham committee ensure that it does not 
with the result that: 


(r) our sports events àre better sup- 
ported than at any other time; 


(2) our recent lecture programmes have . 


been fully booked by students; 
(3) our entertainment functions operate 
at:a profit. 
` Do not therefore place the Ge on ihe 
students for lack of support. Do' not 


place the blame on inadequate sub- 


scription rates. Search for the reason 
within your own committee room. 


o . Yours faithfully, . 
MICHAEL J. FALLOWS, 


- ^ Secretary, 
. Birmingham CASS. 


` 
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- Racial Harmony 


SIR, SCH cannot understand why Mr P. 
Pennington Legh, being the President 
of ACASS, does not do anything to 


encourage racial harmony in. the: pro- 


fession - while . distinguishing coloured : 
students from the rest in his letter to 
‘Roundabout’ in The Accountant of August 
` 24th on the issue ofthe minimum salary ` 
campaign. 

I am sure professional firms are not as 


` 
racialist as he expects them to be because 


I have witnessed instances where foreign 
students have. been better paid than 
English students in the same firm. Let 
us face it, the criterion of getting handsome 
salariés is .not the fact whether you are 


‘coloured or not, but whether you are 


worth it or not. 
Yours faithfully, 
London Ws. S. I. VIRANI.- 


BYSTAN DER 'S COLU MIN 
contributed ` . 


Legal Confusion 


EGAL confusion seems to lead a 

confounded taxpayer to his accountant. 
And recently I had cause to look up 
the statutes on compahies. What is a 
company? An easy question, you may 
think, reaching for your copy of the 
Companies Act 1948. 
^ There a company is defined, and in 
one section control of a company is also 
defined. Control is defined as control 
over the company's ordinary share 
capital and its participating preference 


Share capital (except for participating 


preference shares- with only limited 


, right to participate in a winding-up). 


Now examine the Income and Cor- 
poration Taxes Act 1970. In it, for the 
purposes of group loss relief, control over 


a company is defined as in the Companies 


Act except (hat (here is no exclusion of 
participating preference shares with a 
limited right in a winding-up. And in that 
omitted exclusion lies a nice tax loophole! 

Suppose a company (A) with large tax 
losses it cannot utilize in one of its sub- 
sidiaries (X) forms a new company: (Y). 
Y succeeds to the trade of X. Y” s share 
capital is'as follows: 

100 £1 ordinary, shares: 

300 Är participating preference shares ` 
(limited.to š per cent participation 
in.a winding-up). 

- Company A holds the ordinary shares, 
and sells the participating preference 
shares to'a company with large taxable 
profits (B). ‘Therefore for company law 
purposes Y is still a subsidiary of A, 
but by group. relief provisions its tax 
losses are passed up to B. Provided A 


and B” are not connected, there should 


be no complications. So ‘who needs to. 


make a take-over bid for shipping and a 


other tax-loss companies? 
` £ ` 


Ll 
` 
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PROFESSIONAL NOTICES 


BYRNE, PALMER & Co and Newsy A 
Co, Chartered Accountants, of Burmah 
House, r11 Windmill Road, Sunbury-on- 
Thames, Middlesex, announce that as 
from August 25th, 1972, their practices 
will be amalgamated. The new practice 
will be conducted under the style of 


BYRNE, PALMER € Co, Chartered Ac- 
countants, from Barclays Bank Chambers, ` 
42 High Street, Shepperton, Middlesex 


TW:7 9AU. 


REID, YORK & Co, Chartered Ac- 
countants, of Bournemouth, announce 
with regret that Mr A. C. J. York, E.C.A., 
after 40 years with the firm, has found it 
necessary for health reasons to retire from 
the partnership. He will continue to act 
in a consultative capacity. 


APPOINTMENTS 


Mr W. D. Ashton, FCA, ACMA., 
has been appointed financial director of 


Crane Fruehauf Trailers. He was pre- 


viously financial director of Granada 
TV Rental. 


Mr W. E Partridge 


Mr W. D. Ashton 


Mr W. F. Partridge, F.C.4., who has 
been divisional accountant of Angus 
- Fire Armour Division of George Angus 
E Co for two years, now becomes 
financial director. He first joined the 
< company in 1962. 





Professor J. R. Small, 





the Faculty of Eco: 


group financial director. He has been 
with the company since. October 1971 as 
group financial controller. 


Mr J. J. Curran, B.A., A.C.C.A., has 


been appointed managing director of. 


Hallmark Cards (Ireland), Hallmark 
Continental and Hallmark Products with 
effect from September 1st. 


Mr Anthony House, A.C.A., has been 
appointed to the board of Keith Prowse 
Music Publishing Co, a wholly owned 
subsidiary of EMI. 


Mr W. L. B. Shankland, C.A. , has been 
appointed to the board of British In- 
sulated Callender’s Cables as an executive 
director, with effect from September 4th, 
1972. 

Mr Bernard Towers, F.C.A., F.B.C.8,, 
has been appointed director of the Leeds 
office of Reed Executive (Selection). He 
was for several years the commercial 
director of companies within the Crabtree 
Vickers. Group and prior to his new 
appointment was financial controller of 
Egg Farms of Wakefield. 


Mr E, Lester’ 


Mr B. Towers 


Mr Edmund Lester, A.C.M.A., has 
joined the Manchester office of Reed 
Executive (Selection). He was previously 
secretary/management accountant of a 
subsidiary of the English Calico Group. 

Mr David A. Shaw, A.C.A., has been 
appointed chief accountant of CTI- 
Container Transport (Great Britain). He 
was previously financial director of 
Hardy Amies. 

Mr B. C. Smith, A.C.A., has been ap- 
pointed to the board of Patent Industrial 
Group. 


UNIVERSITY APPOINTMENT 


B.SC.(ECON.), 
J.DIP.M.A., F.C.C.A., a member of Council 
of The Association ` of Certified Ac- 
countants, has been appoint ed Dean of 
mic and Social 
Studies, Heriot-Watt University, and a 
member of the University Court, with 











effect from October Ist, 1972. 


| Mr tic. L. Busted, A, CA, he beca | 
appointed to the board of Pork Farms as 








UKAEA. APPO NTA 


The Minister of Trade 
has announced the appointment ol 
W. B. S. Walker, M.A., F.C.A.,ia partr 
Peat, Marwick, Mitchell 
part-time member of 
Kingdom Atomic Energy Authority P 
term of three years from September rst. 

. Mr Walker, who qualified as a chartered 
accountant in 1:947, served during the 
Second World War with the Royal Navy. 
He has been a partner in his present. 
firm since 1956. i 


















VAT BULLETIN er Se 
Orders for bulk. supplies of VAT = 
Bulletin (The Accountant, August 10th) |. 
should be addressed to HMSO, PO Box |. 
569, London SE1. This, we are advised, 
is the sole address, and orders cannot be ` 
placed through booksellers or other”. 
government departments or offices. 


CONTRACTS OF EMPLOYMENT. | 
ACT 1972 ae 
Copies of the Contracts of Employment |. 
Act 1972 (HMSO, 16p) are now obtan- — 
able at branches of Her Majesty's 
Stationery Office. D 

The Act, which came into operation .. 
on July 27th, 1972, consolidates the 
Contracts of Employment Act 1963 and 
amendments made to it by the Re- . 
dundancy. Payments Act 1965 and the. 
Industrial Relations Act 1971. The Act 
is merely a consolidating one and makes 
no change i in the law. 

The Department of Employment's 
Guide to the Contracts of Employment ` ` 
Act 1963 will be revised in due course to ^. 
take account of the new legislation, but 
emplovers and employees may continue 
to use the existing edition for reference 
purposes. Written statements issued to 
employees after July 27th, 1972, should, ` 
however, refer to the Contracts of 
Employment Act 1972 and not to the 
1963 Act. 


HOW TO IMPROVE PROFITS _ 


Standard costs and budgets are well 
known to management as control tech- . 
niques, but their potential for improving 
the profitability of a business is often 
underestimated. 

‘Profit Improvement through Standard 
Costs and Budgets’ is the title of an 
important new residential course for 
management accountants to be held by 
The Institute of Chartered Accountants 
in England and Wales at the Hotel 
Metropole, Brighton, from October 2 sth A 
to 27th. . E 

Placing special emphasis on improving = 
profits, the course will concentrate on the 
practical aspects of installing and operat- 
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ing standard costing’ and budgetary 
control systems, using examples from a 
variety of industries. Presented in col- 
laboration with Arthur Young Manage- 
ment Services, the course also includes 
sessions on sales: forecasting, capital 
budgeting and cash. planning. ' The 


. lecturers have been drawn- from ‘both 


` Chartered Accountants 


„æ 


SES and : service industries. - 


BEDS, BUCKS AND HERTS 
. TAX CONFERENCE 
A topical programme is offered: by the 
Beds, Bucks and Herts Society of 
on Monday, 
October gth. With the assistance of Mr 
J. P. Hardman, r.c, of "Thornton 


Baker & Co and Messrs J, C. Ibbotson ` 
and G. P. Hadden, of HM Customs and - 


Excise, the subjects will be ‘Value added 
tax’ and “The Finance Act 1972. 
This follows the Society’s previous 


successful tax course last June, and is . 


again expected. to be well supported. As 
accommodation is limited, preference 
will be given to members' own require- 
ments but any vacancies remaining will 
be available to suitable candidates on 
members’ staffs. 

Fee for the course, to be held at the 
Pavilion, Hemel Hempstead, is £6, 
inclusive of a three-course luncheon and 
light refreshments morning and after- 


.noon. Applications should be addressed 


to the Society's offices at 16 King Street, 
Luton.LUr 2DP (0582 31600), prefer- 


‘ably on a separate form for each member. 


NORTH LONDON CHARTERED 
ACCOUNTANTS’ GROUP 


All chartered accountants living in North 
and North-West London who passed 
the Final examinations of the Institute 
in May or November. last are invited to 
meet members of the Committee of the 
North London Chartered Accountants’ 
Group at a wine and cheese party on 
Tuesday, September r2th, from 7 p.m. 
to 8.30 p.m. at the Tortington ‚Arms, 


Lodge Lane, North Finchley, London ` 
Nı2. ; 


The party will enable newly Reg 


'accountants to meet other members and 


to learn how they are trying to further 
the aims and obj ectives of the Ge 


MAYFAIR TAX DISCUSSION | 
SE GROUP 


I The first meetirig in the 1972-73 session 


of the Mayfair Tax Discussion Group of 


_the London and District Society. of 


Chartered Accountants will be held on 
September 13th, at 6 p.m., at Devonshire 
Street ^ House, 30 ` Devonshire Street, 
London Wit, in the conference room. 
The meeting will take the form of a 


og "| I 
. ACCOUNTANT 


general discussion'on points of interest 


arising from the Finance Act 1972. There 
will also be time for discussion on possible 
subjects to be' covered at future Group 
meetings. ` 

There are now over 30 Deben of 
the Group, but-there is disappointment 
that thé average attendance per meeting 


. is only eight or nine members. To have | 


any real benefit- from the Group the 
organizers ‘emphasize it is important that 
all members should take an active part 
and, in: particular, should be prepared 
to lead discussions on. tax subjects of 
interest to them. 

It is hoped that a large number of 
members will make an effort-to attend the 
opening meeting. 


The secretary e the Group is Mr. 


Alan Gilbey, Shears and Gilbey, 49 
Welbeck Street, London Wr. - 


“SCOTTISH INSTITUTE'S 
COMPUTER COURSE . 
A week-long ‘Comprehensive basic com- 
puter course’ is to be held in London 
from October ob Zo 13th by the Post 


. Qualifying Education Department of The 


Institute of Chartered Accountants of 
Scotland. É 

- Its stated objectives are fourfold: to 
break down the psychological barrier 
surrounding computer installations; to 
provide familiarity with computer termin- 
ology and concepts; to. establish- the 
background required for discussions with 


technical specialists in data processing 


installations; and to evaluate proposals 
for the installation of a computer. 

The course will be a combination of 
closed circuit television presentations, 
discussion periods, and considérable 


involvement with an actual computer : 


installation. Subjects to be covered 


include numberingsystems;programming - 


techniques; inpüt/output devices; operat- 
ing systems; programming languages; 
cost of systems; use of remote terminals, 
and use of packages. 

Further information about the course, 
which will be repeated in Glasgow from 
December 4th to 8th, may be obtained 


from the Poet Qualifying Education 


Department, The Institute of Chartered 
Accountants of Scotland, 27 - Queen 
Street, Edinburgh. P 


| INTERNATIONAL PENSIONS 
CONFÉRENCE . 


The National Association of Pension. 
: Funds will be holding a two-day Inter- | 
national Pensions Conference at the 


Loridon Hilton on September 21st-22nd. 


"The conference will highlight the’ 
` problems ; 
Britain’s ‘impending’ entry into the EEC > 


and. opportunities 


will offer to, pension funds. 


‘distribution of food parcels, 
| donations, to all beneficiaries at Christ- i 


. which : 


Sebtember 7th, 1972 


Further information is available from 
the Assistant to the Secretary, National 
Association of Pension Funds, Prudential 
House, ‘Wellesley Road, PM CRO 


. 2ÀD. 


' ` THE CHARTERED 


ACCOUNTANTS: BENEVOLENT 
ASSOCIATION 


At a recent meeting of the Management 
Committee, with six members present 
under the chairmanship of Mr’ Henry 
Peat, President of the Association, 47 . 


applications for assistance were con- 


sidered including one from a young 
married man with children who had been 


admitted to hospital for treatment over a 
possibly lengthy period. A donation of 


£50 had already been sent to him by the’ 
Secretary, and-a grant of a substantial 
sum, sufficient with sickness benefit to 
cover all essential expenditure, was made 
for a period of six months subject to. 
earlier re-employment. 

The report of a sub-committee ap- 
pointed to review the basis on which 
relief is granted was received. Sub- 


. stantial increases in the scale on which 


assistance is given were approved. 
It was decided to make the usual 
or cash 


mas time. 

' The President, on behalf of the 
Committee, made a presentation to Mr 
C. H. S. Loveday on his retirement after 
an association with CABA for over 37 


. years in which for most of ¡that time he 
‘had acted as Secretary to the committee, 
and wished him a long and happy 


retirement. 


ANNOTATED TAX CASES 


Part 4 of volumé so of the Annotated 


Tax Cases, edited by Mr Peter Rees, 
Q.C., is now published and contains 
reports, with notes on the judgments of 
the following cases: Guiana Industrial 
and Commercial Investments Ltd v. CIR 


(PC); Bridge House (Reigate Hill) Ltd v. 


Hinder'(CA); Parkin v. Cattell (CA); 
Horton v. Young - (CA); CIR v. Brown 
(CA); Fleming v.. Associated Newspapers 
Ltd (CA); CIR’ v. Chubb’s Settlement 


' Trustee (CS); Ball v, National and : 
. Grindlays Bank Ltd (CA); 
Investment Trust "Oo vi 


Cleveleys : 
“CIR (CS) ` 
Mitchell Construction Co Lid o. Secretary 
of State for Employment and Productivity 
(QBD); CIR v. Richards’ Executors (HL); 
Greenberg v. CIR, 4 unnicliffe v. CIR 
(HL). 

The annual gubecáiption to the Anno- 
tated Tax Cases is £5 post free, and the 


publishers are Gee & Co (Publishers) 


Ltd, 151 Strand, London WC2R 1]]. 
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"The" c exhibition will! comps demon-" 


Representatives from. HM. Custonis d ment and systems to’ cope ` with VAT, S 


Excise, The. Institute of Administrative: `. 
Management and manufacturers of small 
business machines, visible record com- 
puters, 


an exhibition arranged by the Business -' 


Equipment Trade Association ‘at the 


Bloomsbury: Centre Hotel, London, from... 
SASTRI uu TOG MONTON, be don WC2B. 6PU, this includes the -50p 


Subjects: to: bé covered in. the: ‘seminar ` admission charge to the. exhibition: "A 


‘October roth to 12th. . 


packages’ (each: consisting of a two-hour 


programme repeated three times during’ 


each of the three days of the exhibition) 
include an outline: of VAT; effects, of 
VAT, on business systems; 


computers may be applied to MAT 
problems; information storage and re- 
trieval problems; and tlie need for pevised 
and new: "business. forms. 


and even stationery, will, be”. 
speaking on aspects of value. added tax at - 
a seminar to be held during: the course of ` 


f 


witha central information. stand staffed. 


.by specialists from HM Customs and 
; Excise and members of BETA chosen for’ 


their. knowledge . of systems problems 


`A à 


‘arising from the introduction of VAT. ` 
Admission “charge ` for each: seminar ` 
package is: £5, and if booked in advance- 


Trade. Association, 109 Kingsway, Lon-. 


" complimentary copy of BETA's reference :. 


how small * 
business ' machines and visible “record " 


booklet VAT in Use will be presented o" 


all visitors to the seminars and exhibition, 


BRITAIN AND THE, EEC 
New Edition of Businessmen' S 
- Guide EP : 


OK devised edition, of. Britain and the 
¿EEC — a series of articles. for. business 
' men — has o by the he, 


rangements ` 
„summary of D'TI sources of assistance in : 
' developing ` exports . 


I ene òf Trade -€ Industry, Texts have 
'.strations . by: Companies : offering- equip: - 


been. updated, where necessary, and there’. 
‘are five additional articles; these include 
an explanation of the transitional ar- 
-for . industrial tariffs, 


to the: enlarged. ` 
Community and an important article. 
A guide to “the treaties. and .sécondary ` 


included, and there is- an. expanded | 


ege list.-. MEM : Sg 
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a 


Copies of: E new edition can be. Se 


erer: fre&- of charge, fróm EEC/ | 


"Britain and the EEC’ is a 


7977)- ` 


. continuing series and 'further~ articles, 
as well as other essential information... 
on EEC matters; will appear in future. 
“issues of. the DTI journal Trade and - 
are, . 


A 





THE INSTITUTE OF CHARTERED ACCOUNTANTS. 
e IN ENGLAND AND WALES x 


- ` ` Disciplinary Proceedings - 


Disciplinary Commitee — - Hearings July 25th, 1972 


Fa" 


E David . Michael ‘Cheswiight, F.C.A., 


of ro4b High Street, Billericay, Essex, B 
having been found guilty of acts or 


defaults discreditable.to a ‘member 
(a) in that, he without good cause 
„failed within a reasonable time to 


~ reply to a letter addressed to himin ` 
.  ECIN.8EX having been. found guilty of 


_his professional capacity on. 27 
. October 1971 by the Department 
of Trade and Industry NC 

(b) and in that he between 20 March 


` i972 and 21 "April 1972 despite’ 
. having on 20 March 1972 informed : 
now ` 
. writing, tœ: the Department of., 
Trade and Industry” without. good dë 


the Institute that he was e 


` cause failed soto do, 
| (cy and in that he despite having ben 
i reprimanded by ‘the Disciplinary ` 


Committee on 21 March 1972 for ' 
failure to. reply ` to: a" question. - 


`. addressed to him in his capacity as | 


- ‘liquidator by a member of the .. 


- Committee of Inspection in that 


— liquidation, without good cause. had | 


. still not, replied to the said EEN 
` by 8 June 1972 - .- 3: 


(d) and in ‘that’ he despite having on - 


20 March" 1972 informed. the 


Institute that “I héreby undertake ''. . 
that I will this week write to Mr. A” 


.-in order to ` arrange a meeting at 


any time. or place ‘convenient to ` 


Ke VM 
- 


E äer 


" be DE Se ay 
way + „7t ot e -4 
* 


d 
, d 


` him” E good cause had not | 


by'30 May 1972 been in touch with 
the said Mr. X 


` Was EXCLUDED from membership. 


2. John Anthony Goodall, r.c. A., of. 
rinay House, 46 Hatton Garden, London 


acts or defaults discreditable to a member 


(a) in that he between 27 March 1972' ` 


and 3 May 1972 without good 
. cause failed to, reply to a letter 


‘addressed to him on 27 March by u 


the Ínstitute in connection with a 


+ complaint made against him by a -> 


^ firm of solicitors acting for a client 
` of his 
- (byand in that he without good cause 


- failed within ` a reasonable time to ` 


.- - reply to the usual professional 


- 


- 


l reply to a letter addressed to him : 


d 


`. 


. EFTA Information Unit, DTI, r Victoria ~ E 
- Street; -London SW1H oET (o1-222 


. on 14 December 1971 in his prox ` 


- fessional capacity Jr the Official 
Receiyér | 
(e) and in that he without good cause” 
failed within a reasonable time to * 
` reply to a letter addressed to him on 
28 March 1972 by the Institute in 
- ` connection with a complaint made . 
against him by the Department of 
° Trade and Industry 
( f) and in that he without good cause 


4 


failed until 18 April 1972 to reply : - 


. to the usual professional reasons 
letter.sent to him on 2 February, 


- 1972 by a firm of chartered ac- e 


countants in connection ' with the, 
affairs of a firm 


KÉ 


(g) and in that he without good. cause. 


failed within a reasonable time to La 


on 11 April 1972 by the Institute in. 
. connection with a-complaint made 


3. "Harold. John Smith, F.C.A., Së 18 
‘Upton Way, Broadstone, Poole, Dorset; 


reply to a letter addressed to him. ~ 


| against him by a fellow’ member ` ` 
. was EXCLUDED from membership. 


Y 


-reasons letter sent to him on 7 . having been found guilty: of an act or d 


` October 1971 by Mr.-Y in con- 

nection with the D Ka a: limited , 
company - e AME 

(c).and:in (hat he EEN 23 February 

1972 and 3 May 1 4972 without good 
cause failed to: reply to a letter- 

~ .àddresséd to hint ón: 23° “February * 

1972 by the Institute in connection 


‘by a, fellow member ` . 
NR and.in that he without good cause. 
: failed within ; a Teasonable time to: 


£. H | X z D 
Le ` ` 


d " . S 
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" ` 


na 
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with.a: complaint made against him I 


Ld DH 4 - 
f s s dé D 
E E 


` default discreditable to. a member ^ 
in that’ hé between: £ January: 1968 `. 


and r February 1971 when as a^ 
„partner ina firm of chartered account-- 


ants he was, under the. Packie | 


^ 


Agreement, required to. account to the = i 


- partnership for all his earnings: and: 


‘of a chartered accountant, failed so to 
account for the sum.of {14,870 or here: 
abouts, réceived: by him from clients ` 
` was EXCLUDED from membership. ` 
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Under the: current : | trantitional provisions the EE 17 candidates have now successfully completed the professional. 


I examination: 
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‘Dully, J.:C., Athlone _ 
Dunne, D. T., Dublin - 


Earls, T. F., Limerick 

Earthrowl, K. J:; Croydon 

Eatesan, G. A., Leeds 
` .Eecles, A. W., Hull 
-Edozie, Mrs C. Q., Lusaka + 
Edwards, C., Leed ls : 
Entwistle; G. M., Whitehead ` 
Evans, A. E Tilbury , 
+ Evans, R. IL, Eastbourne 


Nx 

-Atafo, E. I., London SEs 

` Blake, G: W., Burgess uii 

Irvine, J. D., Hamilton 
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Your biggest headache from Value Added Tax will be your small business ` 
(‘incomplete record"). clients, the ones who at the moment keep few 

records. Every quarter you will be expected to sort out their V.A.T. 

returns. Will you manage to vet their purchases and sales to make certain 
that. they are not overpaying V.A.T.? | ! 


Don't,wait unti next April. Contact us now to find out how we can help. 


ACCOUNTING INFORMATION - DEVELOPMENT SERVICE 


Ap BEDFORD ROW, LONDON WC1R 4LR . 01-242 6752/4 
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| Principals with the ` 
responsibility for training — 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and 
enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


Metropolitan College unassailable record 
of Examination Successes | 


At the professional accountancy examinations, for which the Metropolitan College provides: E 
Expert Postal Tuition, students from the College have obtained — 


. MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 


TAKE ACTION NOW! Write TODAY for a free copy of LINKED PRIVATE STUDIES 


the College Accountancy Prospectus (stating the examina- For students who wish to participate in linked oral 
tion in which you are interested) to the Metropolitan I 





College (A1), St Albans, or CALL at the London Advisory and correspondence tuition, the Luton College of 
Office, 30 Queen Victoria Street, London EC4N 4SX Technology and Metropolitan College now offer 
(01-248 6874). After office hours (5 p.m. Monday-Friday) these facilities. Please write to: Metropolitan 
telephone messages are recorded electronically. College for details of various courses available. 
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Privacy and the Computer - SÉ 


as a whole, the BCS recognized that EE corruptión ` 


| ‘Who steals my pee steals trash; "tis P nothing; 
"Twas mine, "tis his, and has been slave to thousands; 
. But he that filches from me my good name 
_ Robs'me of that. which not enriches him - 
^ And makes: me poor indéed.’ 


i 


` HAKESPEARE, it' may be EE assumed; was 


not troubled by the uses and. possible abuses of a. 


"computer, but he succeeded nevertheless in highlighting 
one of the present ‘shortcomings of English law — that 
whereas the thief of a purse (trash: or not) may be proceeded 
against, there is no corresponding proprietary right in 
personal information. Misuse or misrepresentation of such 
information, it is true, can be redressed in case of defama- 
tion, negligent mis-statement, breach of contract or 
trespass; but none of: these. heads of claim affords, as such, 
an effective remedy for the intrusion-of privacy. It is an 


| unsatisfactory feature of the legal system that a claim for the | 


intrusion of privacy, if it is to succeed, must be tacked on 
to a claim for infringement of some other right, in a form of 
action devised to meet abuses of a different kind. 


Fears, by no means ill-founded in the public mind, of 


the: possible consequences of widespread availability of 
personal information are closely linked with thé develop- 
ment of the computer, and understandably so. Whilst a 
¿great deal of personally sensitive information ~ for example, 
convictions of criminal offences — could be assembled in 
theory by manual means by anyone with sufficient re- 
sources, the computer possesses unique powers of assimi- 


lating, storing and combining data from a wide variety of - 


sources. An added significant feature. is that information, 
innocuous in itself, may become sensitive in combination 
with information from’ another and seemingly unrelated 
source; nor would such a combination EE yield a 
complete picture. 


The British ‘Computer Society, whose aiies AT. a 


constant concern for the problems of computer privacy, 


-made both written and oral representations to the Younger , 


Committee on Privacy: Specifically, whilst computérs have 


an extensive Part to puy Si the benefit of the community. 
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of data, deliberate abuse of data-bank. material and acci- 
dental leakage of information could occur. Damage to the: 
interests of an individual or a group could undoubtedly ' 


result from intrusions into the privacy of material held in a ` 


data bank, or from the dissemination — possibly clandestine 
—of incorrect data, ‘Such aberrations’, as the BCS describes 
them, ‘could seriously affect not only’ the social value of the 


computer, but also its social: acceptability. Safeguards are , 


therefore essential.’ - > 


` Unfortunately, In this field ás in others, it 1s easier to 


recognize the problem in general terms than to prescribe a 
specific' remedy. At least three Private Members’ Bills — 


the Data Surveillance Bill, the Right of Privacy Bill and. 


the Control of Personal Information Bill — failed to make 
Parliamentary progress; nor did any one of them, in the 
BCS view, represent the ideal solution, though each n its 


own way contributed to a framework upon which some > 


more satisfactory législation might be erected. 

As its own contribution to the continuing debate, the BCS. 
earlier this week published a report of its Privacy Committee : : 
Privacy and thé Computer — Steps to Practicality. Amongst 


the suggestions which it offers for further study are that; 


^ the operation ot a data bank should, be under the control ' 


of a specifically designated and: appropriately qualified : 


manager, in terms borrowed by analogy from the present 
statutory duties of a mine manager under the Mines and 


Quarries Act 1954; i 


E 


data banks should be: registered and licensed: 


_and any person about whom information is toned ina datas. 


bank should have the right to. receive from the owner a 


print-out of all such information, the purposes for which .... 


(in accordance with the terms of the -data bank licence) 
the information is to be used, and the names and. 
addresses of all persons to whom the „information has 


been supplied. FE j — 


The individual would also have the m to apply to de 
‘Registrar of Data Banks’, (tentatively, the same officer 


PE 


as the present Registrar of Restrictive "Trade Agreements) -, 
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TA an: KEE directing he (enon to be pov or 
"expunged on the grounds that it was incorrect, out of date, 
*. likely ro . cause hardship to the individual, or not. in. the. 


interest. ‘of the public gerierally. ` Se i 


Iti is: of interest, to note that Pürópéan law in. this respect l 
"is more advanced. than that of the United Kingdom. 


. Though neither France nor ‘Germany has legislated speci- 
. fically for the circumstances of: data, banks, French law. 
. recognizes the right to a private life, éven in the case of a 


` person who may previously have courted publicity. In 


; Germany, there is recognized, among ‘rights ` of _ the 
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CHE ‘recent visit. to Tonte > Mr Barber and his ET 
from the Treasury and Bank: of England to meet their 
| counterparts from the European Economic Community and 


'the'otber three prospective member. countries, did not 


: attract all that much. comment. , 


Yet the issue of monetary co- operation 1s not a , problema 
` of the EEC, alone. The éxecutive directors of the Inter- 
natiorial Monetary Fund have just prepared a: report. on 
Reform of the I nternational Monetary System for the meeting: 


of the IMF in Washington later this month. It mag be, - 
doubted whether the EEC ministers, following their discus- ` 


sions in Rome, will-take to that meeting an agreed plan. It. 
‘is of the utmost.imiportance for the, world economy, 
; however, that some acceptable compromise -ón exchange 
rate policy be-reached without too much delay. 


As noted in the latest edition- of the pamphlet; -Inter- | 


. national Monetary Co-operation (HMSO, 32p), the existing 
system of international control of the, world’s: monetary - 
- system, based on the. Bretton Woods Conference i in 1944, .. 
so the spirit of, co- operation ‘based: upon the 
. determination to establish a viable system of international- 
| "trade and páyments. The need to ensure the success of such 


a system was: eloquently expressed, in. the Chancellor's 


„recent submission to thé IMF .on.a plan for reform. Thus, 
he stated, the IMF’s’ decisions ‘vitally affect the. employ- 


ment and the well-being, ‘the hardship or ‘the prosperity, | 


the” «happiness or the. Se of millions thioughout the 


2 world”. 


., lhéfailure to. establish a ZE of TE exchange rates, 
^ and any unwillingness on the part of individual nations to 
adhere to the agreed rates could rapidly lead to a disruption ` 
of world trade. And:with such a development there would 
be: restrictionisni, (he end of whith would be widespread - 


——— and lower: living: ;standards gerierally.' For : 


` a country such as the United. ‘Kingdom, . -with extensive ` 
international | financial commitments . together with. ber 
..need for exports, any failure 1 in the: world. e system " 
' would be disastrous. . . " po. s 
TE PME and the World Bank, tlie products o of Bretton 
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puter Society. The BCS ‘concludes that ' 
legislation in relation to data banks and privacy ap be ` 


ternational Monetary Co-operation 
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PA Q5 Tight: of privacy lise coverage is quite 
generously. defined, affording a-right of action for negligent 


sas well as intentional ‘invasions: of. privacy, and damages 


for all harm including “mental distress’: 
On the other: band, no ‘Common. Market country at 


présent has a strong: international computer manufacturing 


industry, op ap effective counterpart to the British Com; ` 
“if workable 


developed in the UK, it could, therefore, * ‘set the pattern, y V 
for the whole of Europen" . 4 ee ase 
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"Woods, de nn well; but ME in-recent 
years. the system has been under strain. World-wide’ inflation 
“has increased the money value of tráde and the size of 
, surpluses and deficits of individual countries. In contrast, 
the world's reserves, moré especially gold, have grown 
‘much more slowly. The” consequent liquidity problem and" 
“the shortage of reserves in many countries has on occasions : 
led to unilateral devaluatiotis, and similar actions not 
always. calculated to.serve the best interests of world trade. ' 
"The IMF. report is. particularly: concerned. with the need ` 
to ensure that such actions by member countries should ` 
not be misconstrued by other nations, with the result Chat, 
a new ` era of competitive. devaluations: would revive 
economic nationalism and. all its’ attendant miseries. Mr 
J. E. Maycock, economic adviser to the Midland: Bank, — 
recently emphasized to an. audience of Swedish bankers 
:that the need for changes in the exchange rate of any 
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country ‘should be seen to dise justified by other countries 
so as to remove any suspicion. of competitive devaluation’. 

Every government must remember that no country can 
afford to ignore: the interests-of others, and the interests 
of the world economy at large are best served by stable 


arrangements in foreign exchanges. 


Most governments . with present-day concern for ‘the 
maintenance of full employment and economic. growth are 
anxious for the reform of the existing. international mone- 
tary system. They agree that any reform should combine ` 
a realistic re-alignment of exchange rates and margins for 
adjustment of those rates as domestic economic policy may 


require. This applies to major surplus 


Japan and West. Germany as well as those, such as the UK 
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in recent years and the USA at present, with Ee 
deficits. Unfortunately, there is not the same degree of 
‘agreement on the ' SE means: of attaining those ob- 


Critics of- Britain’ s entry into EEC have complained that 


she will thereby lose control of her economic destiny. If 


‘countries such as 


` 


` ` 


EGISTRATION of a projected 
company, it is well recognized, 
may be refused if the Secretary of 
State for Trade and Industry finds the 
proposed’. name undesirable. The 


` general principles upon which this 


- 


very necessary discretion is exercised . 
have been established for a number of 
years, although delay, and embarrass- 
ment still occur in individual cases. 

An amended'and updated practice 
note, just issued by the. Registrar of: 
Companies, sets out the criteria for . 
acceptability of proposed- names. 
These criteria, it must be understood, 
are not necessarily an exhaustive list,- 


and applicants for registration are 


advised not to incur expense in con- 


nection with a proposed name before- 


they know that it is acceptable. 
Following is the notice: 


I: À name will be refused if it is too like 


the name of an existing Company or other . 
body corporate. 


2. A.name will be refused if i is mis- 
leading; for example, if the name of a. 
company with small resources suggests 


that it 1$ trading; on a great Scale or over. 
a wide field; ' 


3. À name will be rine if it includes 
the words ‘Building Society’. 
4. Names will nót ordinarily be allowed 
which: | | 
"(1) suggest a connection with the’ 
Crown or members of the Royal. 
Family or suggest royal patronage. 
EECHER names Son ining NOME 


V of Commerce’, ‘Council’, 


- such as ‘Royal’, ‘King’, ‘Princess’,’ 
‘Crown’); ? 
(11) suggest a connection .with a 
Government department, statutory 
, undertaking, -local “authority, or 
with any commonwealth or foreign . 
government; 
. (iii) include the words. “Imperial or 
‘Commonwealth’. 
e, The word “British” is not allowed in 
a name unless the undertaking is British- . 
controlled and. entirely or almost entirely 
British-owned; nor will it be: allowed 
where the name of the company, taken 
as a whole, would give the unjustified x 
impression ‘that the company was pre- 
eminent in its particular field of activity. 
The same considerations apply to use of 
the expressions ‘National’, “United King- ' 
dom’, ‘Great Britain’, ‘Northern Treland’,. 
‘Scotland’ and (with appropriate modifi- 
cations) to ‘English’, ‘Scottish’, “Welsh”, 
and derivatives of all these words. ` 
6. Names including the following 
words will be allowed only where the 
circumstances justify i it: ‘Bank’, ‘Chamber - 
‘Co- -operative’, 
‘Insurance’, 
. Trust’, 


` “Corporation”, * ‘Institute’, 
‘International’, “Investment 
“Register”, ‘Trust’, ‘Unit Trust". 


7. Members of the public are advised 
that if they wish to form “companies | 
whose names include any of the above- 
mentioned words, then 
,must necessarily. take longer than would. 
otherwise be the case. 


incorporátion 


there were any prospect of an early agreement on the nature 

of a monetary and economic union, the critics would be 
right. On the other hand, we in Britain should not forget ' 
that our role as a major trading | nation and international 
financier with obligations to . the comity of nations 
already imposes a major constant upon our freedom ` 
of manceuvre. In such a matter } Britain’s actions, like 
those: of Caesar S wife, must SE above suspicion, 


” 


kä 


t 


4 


Bank. - Bankers, Banking; Insurance - 
Assurance). ' 


| . Trade Marks : 


9. The Registrar does not consult the 


‘Trade Marks Index when considering . 


applications for a proposed new company 
name, and the acceptance, of a particular 


name is not an indication that no trade ` 


mark rights exist in it. Applicants are 
therefore advised in their own interests to 
avoid possible expense and  incon-: 
'venience by investigating the possibility ' 
that others may have trade mark rights , 


`` in the names — or parts of such names — 


they. require before applying :o the 


Registrar. Searches may be made at the - 


Trade Marks Registry, Patent Office, 25 


Southampton SE London WC2A 
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"e 


PPLICATIONS , for investment - 
Agrant in. respéct of capital ex- 


^ penditure incurred in the quarter 


April 1st to June 3oth, 1972, Will be 
accepted from October rst, 1972 and 
payment on such applications, after 
approval, will begin from that date. 
The new. regional development 
"grants will not be paid on expenditure 
towards which an investment grant | 


has been made. .However, application ` 


| for a regional development grant ‘may 
be ‘made. towards capital: expenditure 
on new machinery or plant in develop- 
ment areas defrayed’ after March 21st, 
1972 on which application for invest- 
ment grant,is not being made, even’ 
‘though the expenditure relates to an 


8. 'The words “mentioned ' in s : asset towards some expenditure’ on ` 


practice note should: be understood to. 


include all cognate expressions `(e.g.; 


Hoad 


which añ investment grant has bëeg, 
made, provided: the asset” was not ' 
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By virtue: af the. Investment Ghante- 
E (No. 1) Order 1971. andof . 


` the direction made.urider it on August” 


16th, 1971, no investment grant will be ` 
“made in, respect of expenditure . in- 


cürred: in. the. period July" 1st' to- 


e. É September goth, 1969 unless applica- . 


'tion-on the: appropriate i form. and ; , 


. accompanied by “any relevant docu- . 


“independent accountant ' is. made to. 
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'. the Department. of Trade, and‘ In-, ` 
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d9à. 
. Applicants: shóuld.-ensure that. they” 


«have duly completed the appropriate : ` 
form. and forwarded it to the reporting. - 


‘accountant in sufficient. time to enable 
him to examine. and. report. on it and 


for thé documents to be. réceived by” 
one of the: Grants Offices not later . 


thán September 30th, '1972. 
Applications relating to expenditure ` 

‘incurred in the. period, Octobér ;1st,. 

1969 .to "March , 31st, 
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` British Executives Fall Behind 


“UTHOUGH' British ` executives’ 


Asalaries climbed by an average of ` bonuses, | 


` 
; : 


was far thie most generous In i terms of 


averaging £671 (gross) — 


just over; 1o”per cent last year, they the next' highest figure reported was, 


d . achieved. nearly. zero growth . in real 


.terms as a result of rapidly i increasing 


£229 (gross) in Australia. As a point 
‘of additional comparison, a reptesénta- 


erem costs in the UK. This i$'one of. tive chief accountant in the USA Sech 


the findings of Inbucon’s ninth ‘Inter- 
national Survey of Executive Salaries | 


. receive the equivalent of - £10, 825 = 
far. ‘exceeding’ his European, counter-. 


^j and Fringe Benefits’, : published - on parts — but seldom had a car provided. 


: Australia, 
i Britain. | 


b Monday. In 1971—72, salary increases. 


for exécutives in the Irish Republic, 
all 


“Introducing. the | survey, Mr David 
Young, directot.of the Inbucon salary . 


executives generally ' were under Jaid. 
'Ehis, combined with continuing fiscal 


_.: restraints. on accumulation of ` capital 


by individuals, 


` had stimulated. the. 


E phénomenon. of British industry be- ; 
‘coming’: unattractive to a number: of housing, transportation, holidays, pen- 
. entrepreneurs of "` undoubted man-. 


agerial ability, who, had been drawn - 


', instead into various. ‘fringe’ ‘businesses 
at considerable. profit. -to themselves. 


"Taking os an example d chief’ ac- 


. countant - (since the ‘head of: the 
- financial , , department , in: most .com- - 


Another recent Inbucon. publiation y 


' is ‘Survey of Remuneration Policies — 
. France, Germany; South Africa and Australia and the Far East’. ‘Sponsored 
„exceeded. ' those . dn . initially by. 24 ` American, “British, 


. Swiss and Swedish: companies. ^with 
interests in the.Far East, the survey ` 
is .of. considerable ` significance. to ' 


. research ‘unit, ‘suggested that British "Western, companies: concerned. with ' 


salaries and benefits: for expatriate; 
staff in the’ Western. Pacific area; as 
‘well as going rates and Conditions: of 
employment for essential lócal. staff... 
Data’ is included on" cost of living, 


sions; fringe benefits and other allow-. 
ances. ^.^. ` e tea 

In the Far East; Japan In Particular 
presents some peculiar features, 'Since.- 
salaries are related: to agé and, length ` 
of service rather than to the job, so that 


a 75-year-old. doorman may . receive’, 


* panies: ‘occupies a “similar: lével of more than a 45-year-old manager. Of ^ 


i responsibility), net earnings’ after. tax” 


ranged. from à low. extreme of £2,776 


France and £ 5:937 ` in West Germany, 


total employee benefits in Japan, basic .: 
‘salary accounts for no-more than 41. 


in the Irish: ‘Republic to £6,073:.in per cent, the rerhaining portion. being. ` 


"accounted, for by various benefits, and’ 


with: the- UK iñ'a mid-position at -allówances, including housing subsidy. | 


£4,538. Thése- figures included ‘the 


.; value. of company: cars,. ‘supplied -to. 
55 per cènt of chief accountants in the - 
, UK: arid as many as 80. per ‘cent in . “for the international salary survey: and- 


Australia, ‘compared with only.15 per 


-cent in Germany. Germany, EE 


` The-two surveys áre available from 
| Inbucon. at Ion" - Knightsbridge, | 
"London SW (o1—584. 6171), price: £30 


[iso ona .subscription basis for the 
Far Eastern publication. n 
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“Guernsey Integration. 


EMBERS of. the Institütes of : 
Chartered Accountants and the 
` Association. -of Certified! Accountants 
resident in the Bailiwick: of Guernsey 
have forrhed “Fhe Guernsey Society on 
Chartered. and Certified Accountants’. 
Its objects are to provide a: forum: nn 
: discussion “and a" mediüm for, `ex- 
- pression’ of ‘professional opinion on 


' matters of. public interest, and for 
' communication “between - the „society 


andthe public authorities of ` the 
Bailiwick ‘and other professional. bódiés. - 

At the inaugural meeting last week, 
“a constitution was “approved and an 
executive, committee: elected. The 
first President is Mr Gordon D. Kerr, 
GA Who has been. in commerce in 
Guernsey: fora- ‘number of years. ‘He is 
joined: "or the ‘executive committee 
by four "membere in’ practice and two 
members in banking. and industry. - 

. It'is intended that members. should ` 


! rheet regularly and plans are being | 


made; for „an indugural dinner. on 
` November Se T rox 
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Four More VAT Notices 


"CHE: ‘Departinent: of Customs and. 

Excise has row issued VAT notices 
"yo (Construction Industry); 702 (Im- 
port$), 703 (Exports) and 704 (Retail 
Export Schemes); some of the prob- 
‘lems of the construction industry are: 
" considered i in an article which appears. 
elsewhere: in this issue. The- notice - 
. details builder’ S fixtures, qualifying for 
input tax relief, including fitted cup- 
‘boards, work surfaces. and sink units 
in kitchens but excluding bought-in 
‘units: of other built-in furniture. It - 
` reproduces: the text of the rating order 


= SI(1960) No."122 = - which «decides: 


what «classes of. machinery - and plant. 
aré ‘fixtures’, and: this. classification: 
will be followed: when considering 
industrial and. othér: premises. 
Special interest “attaches to the. 
ene onil arrangements for. building. 
and. civil: engineering projects which 
are uñder- construction ‘at April 1973}. 
which ‘are linked: with the question of 
< the point of me at: which tax is 
exigible. “Thus. installations of goods ` 
by -subcontractors are identified. with . 
«their Services. In general, the making. 
Of. a, ‘payment for. ‘services fixes the’ 
"VAT tax point, but/of:course. this: does 
not have to: be considered for zero- 
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rated: supplies. Wher payments on. work.in view. of je fact TM liquidated ` one hand, ani accion and promoters . 
.damages are outside the scope of the ‘of. companies on the’ other, com- ` 
tax and may not reduce. the value of fortably retained their respective posi- ` 


account are received after March 31st; 
.1973, the supplier will escape liability 
for tax.on the, content of measurable 


work ‘performed’ before. that date. 


Otherwise the transitional procedure 
‘outlined in appendix F ‘of notice 700, | 
(General Guide) will apply. to. defeat ` 
avoidance. - 

“The absence of. VAT on design; . 
e SE and ‘supervisory services per-. 
formed by ‘employees suggests that . 
the structure of professional.engage- ` 


ments could be modified with advan- ' 


tage where zero-rated business is 
concerned. A new twist is given to the ' 


tenor af disputes ` over unsatisfactory ` 
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‘Scottish Institute’ s New "e e 


supplies, although 'retentions' do not. 


attract tax until paid. . 


é 
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Bankruptcies i in 1971 i 


B pe 1971 ‘Report by the, Depart- 
ment of. Trade and. Índustry on 
matters "within: the Bankruptcy . and 
Deeds of ‘Arrangement Acts’ is véry 
‘much a case of ‘the mixture as before”; 

see, for instance, The Accountant, 
October 2and, 1970, and, July I sth, 


' 1971. 


` The construction industry on the: 


= . o us 
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Education Department ` EEN 


THIN: The Institute of Chare 
tered Accountants- of Scotland, a. 
new Department of Pre-qualifying 


Education has been set up, under the ' 


direction of Mr Ronald Williamson, 
.C.4. Functions of the new department 
will be to direct, implement and co- 
ordinate the requirements of ` the. 
VInstitute's new plans for changes in 
‘the: academic education and back- 
ground for prospective. CAs; it will 
also work closely with the present 
Post-qualifying Education Depart- 
ment, and make the fullest use of the 


.closed-circuit television and other: 


visual machinery and techniques which 
. the latter has  pioheered. ( 2d 
Accountant, April 20th). 


Mr Williamson, senior partner in 
the firm of Taylor, ‘Lauder & Gemmill, 
and a ¡member of the 


"Glasgow, 





Seoul: Institute s Education Com- 


* 


tions at the head of the league for the 
largest number of failures and the 
maximum amounts involved; the com- 
monest offences charged against bank- - 
rupts were. failure to keep proper. 
books of account (104: cases) -and' 
obtaining credit to the extent of [io^ 


` 


or more (99 cases); -and the aeerägg 


realizations by official ‘receivers and £ * 


_ by non-official trustees still suggest: - SÉ 


as we wrote in 1970 — ‘little incentive - - 


to suggest any alternative, to . the: 
‘official receiver when the assets. re . 


of. small value and the ultimate return ée 


. to creditors is uncertain, — ', 

Though the number of ` estates | 
wound up. by official receivérs in- ` 
creased from: 2,747 in 1970 to 3,220 ` 
in 1971, total realizations and dis- ` 
tributions to creditors both 


tion in 1971 was £143 (1970, £16). 


- 


‘and average dividend. to unsecured'* 
creditors a, mere top in the £ (1970; 


mittee, claimed this week that much of 3:4p) on admitted ‘proofs of debt. 


the continuing success of the Scottish Non-official’ trustees succeeded in^ 


Institute. resulted from the fact that it : 
carried ` out its ‘own . educational 


‘function. ^" 


. “This educational function | is now 


more important than ever, and for two 


réasons. Reason one is the existence 
of the new accountancy degrees from 
. universities, and therefore it is more, 
important than ever for the Institute. 


` to remain educationally competitive in 


practice as well as in theory. Reason 
two is that, with our imminent entry 
into the Common Market, the stan- 
dards of all European accountancy: 


. bodies will come. under close scrutiny. 
.Yhe more we can maintain our excel- 


lence in. Europe, . the more” will 
Scottish CAs be ‘able to secure 
increasing business in the large Euro- 
Dean market,’ ü 

The Ge Institute s statement of 
intent on. its’ futute, educational 
policies, E s CA, was pub- 
lished in The Accountant for March 


16th. Its salient features include the ` 


maximum encourageinent to recruit-. 
ment of graduates from: all academic: - 
disciplines, ‘a: ‘two-part professional | 
examination’ in place of the present. 
five-part structure and (with . effect 
“from 1973-74) compulsory day release: 
classes’ in preparation for, the In-, ` 


| stitute’ s examiñations. P KR 


realizing £2,480 per, estate, against . 


£1,901 in 1970; but the average 


signi- ` 
- ficantly decreased; the average realizá- : E 


- 


dividend to unsecured, creditors fell - 


slightly, from 11:8p to 11°3p in the £. 


Individual bankruptcies in 1971. 


involved, some very substantial 
amounts. There were 49 cáses in 
which the estimated liabilities exceeded ' 
£40,000; 
amount exceeded £100,000, two of 
them showing a figure of £3°7 million 
each. . 
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SERVES YOU RIGHT! . 
ALL PIRATES SHOULD 





BE DRAWN AND Ec. | s 


QUARTERED | / 





in I6 of these cases this. 


by Smethurst.| 
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Scottish Institute” s. 
| -Post-qualifying. Courses ` 


We the reform of corporation”: 
tax, introduction of value added” 
tax, the impending unified” ‘personal 
"tax structure and prospective admis- 
"sion of (be UK mo the European ' 
Common Market, the years 1972-73 
have, presented accountants.. with ‘a: 
. problem almost unprecedented in the ` 


, assimilation of. new legislation. Mr 


| KS "ACCOUNTANT ` 


^) John Campbell, Director of Post- 


^ e u 
^^ -. THE ^M ` ý a 


š E 


“Spedding at the’ inabigbratiori of the | 
1972273. 'season of Courses in London | 
t. the Waldorf Hotel dis week, Mr 
Camipbell ‘said :- “We are also finding | 


that there is. a growth in the demand 
for - courses on non-accountancy 
“themes. Our annual three-week coúrse 


on “Management for thé young execu-. 


tive’, to be held at Peebles in Novem- 
ber, has, been over-subscribed ; ‘and :: 
our Common Market course, scheduled 


for December, ‘has also attracted: con- | 


PE Se ^ + I September 14th, 1972 


- 


T 


tion of non-acéountants, and London 
is becoming ‘as important a venue for 
us as are. Glasgow and Edinburgh.’ 
-Other subjects ‘to be.included in the 
Scottish Institute’s courses programme 
for 3972-73 will- include general 
management, computer appreciation, 
the-young CA both in practice and in 


, industry, current taxation and VAT. 
- The Scottish POE department is also 


unique in its use .of ‘closed-circuit 
television (The Accountant, April 20th) 


/ quarter “of. the present membership 
of the: Scottish’ Institute is working "insurance companies and the like, We , 


are SE for an EE propor- 


qualifying Education for The Institute ^ 
`of Chartered Accountants, of Scotland, - y: 
has: reported a considerable increase 
_in “the: demand for management and. 
‘allied ' ‘accountancy’ courses, both’ in 
Scotlarid and in. London. About. one- 


in the southern half. of England. * 
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YUR young ‘Haan accountant was ; ‘rather "worried. - 


There’ was something wrong with those invoices for ` 


maintenance and repair work, he: said; they didn’t tally 
with the orders: To be more precise, there really weren’t 
any. orders, or rather there were orders which hadn't . 


arrived. = ‘if we knew what he meant — because By. 


hadn't really: been: sent... . 
' Atthis stage it seemed necessary to i him to: return to 


square“one and start again. Just assume that the listeners , 


were simple uneducated types, we: urged,’ and: speak in 
words of not more than one syllable. Our costs man did. 


.some muttering under his breath, so the FA tried. again. ` 
De put a sheaf of invoices oh the table. They were. 
charges for sundry, painting, for re-roofing the bay at the - 


end of the shirt factory, for, re-building the car. park wall 
where the lorry backed into it, and for casual labour on a 
.time-plus basis. These were the documents i in the case. 


‘The internal auditor said in surprise that the. i invoices | 


were properly signed and authorized. by our-maintenance 


` engineer and by the deputy-chairman. In.addition, he'd 


'spot-checked them against actual orders. ' Costs: ‘said they 
were properly analysed betweeri ‘revenue and. capital; ` 


what was the- "worry? Why all. „this: cloak-and- dagger U 


whispering? ` . 
iue FA was patently disconcerted’ by! his volleigues 


or SAR De ~ A 


siderable support. E i 
“This increase is by-no means con: 
ned to Scotland, nor is it confined to 
accountants; those attending the pre- 
sent course in: London [ori estate duty] 
include English chartered accountants, 
and several non-accountants from - 


- Which has been used for some 80 per 

«cent. of the Institutes basic teaching 

in 1972. 

+ Full details ot ‘Scottish “Institute 
x 

post-qualifying courses. are available. 

from Mr Campbell at the headquarters 

‘of The ‘Institute of Chartered Account- 

ants. of- Scotland, : -27' Queen Street, 

Edinburgh (o3 ru 3087. — | 
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." unsynipathetic ` reactions, Hed. probably. expected con- 
- grátulations on his Sherlock Holmes-like perspicacity. The 


. *' invoices were-apparently normal, he repeated doggedly, but 


on investigation he’d found no supporting copy orders. In 

fact, our engineer had delayed. weeks before producing 

hem, and’ even” then - they ‘sometimes, lacked full job 

- specifications, price EES or final costs. Something smelt 

fis hy. . 

"The FA recalled. it had hapena belor "Our engineer, 
' traditionally. uncõ-óperative and high-handed, found it 
helpful to give verbal orders for contracted-out work when 
` the final scope of the.job ‘was doubtful. Later; when: its 
extent became clear, he settled down at, a‘desk-with the 
contractors and wrote the orders’. in retrospect. This 
convenient system. enabled him to add on extra items ‘as 
needed. © > / ^ 

' Costs id that was. how ñddles started. "Nevertheless, 

| the set-up was regularized, more or less, once the deputy-c’s 

signature was appended to.the invoice. T here was little we 
could do to convert the engineer to a sáne'system. 

The FA stuck to his guns. He was. responsible for pre- 
paring ‘our forecasts of, cash flow and bank overdraft 
variations — an impossible bürden in the absence of knowl- 
edge of outstanding commitments, some being substantial. 
He was sick of. complaining to the. engineer `. ve must take 
_our protest to a higher levél, or else arrange to, have the 
~ auditors catch-the culprit red-handed. . l 

I agreed with him in principle, and bade him wait till the 
next week for action. Unfortunately my disc slipped over the 
"week-end; and His zeal outran his discretion. His Tuesday 
` forecast included a reference to ‘basic unreliability in the 
absence of maintenance: copy. orders’ —a ‘defiant gesture tha 
set the cat.among the pigeons. 

. That Week-certainof my; colleagues asad my sick-bec 
eleven times; much impressing my wife with their concerr 
for EIE be <d didn’ t disillusion her. | 
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"HE twenty-third summer school of 
. À The Institute of Cost and Manage- 
“ment Accountants is in progress this 
week at St Catharine's College, Cam- 


| bridge, attended by over 70 members of- 


the Institute, under the chairmanship of 
their President, Mr A. W. Howitt, M.A., 
F.C;A., F.C,M.A., J.DIP.M.A. ‘Profit i improve- 
ment through corporate planning', was 
Selected as the theme of the 1972 school — 
corporate. planning being seen as an 

essential management tool and an area in 
which management accountants have an 
important role to play. 

Following the formal opening by the 
President last Monday evening, Mr Allen 
Sykes, B.sc.(ECON.), managing director of 
Rio Tinto Enterprises Ltd, delivered the 


introductory address on ‘Corporate plan-. 


ning and -profit improvement’. His 


presentation, which was followed by 


questions and a general discussion, set 

“the keynote of the importance of cor- 
porate planning as a means of guiding 
and improving the future profitability of a 
“company. 


Case study approach 


On Tuesday morning, Mr Alan Chambers, 
F.C.M.A., J.DIP.M.A., senior partner of 
Urwick Orr & Partners, introduced 
members to a case study of “The Inter- 
national Manufacturing Company', pre- 
pared by the staff of Harvard College 
- (USA) with the collaboration of a business 
.firm which remained anonymous. 
According to the study material, 


x ‘International’, a world leader in its field 


for over. 100. years, had been losing a 
substantial share of its markets during the 
. 1950s to European and Japanese com- 
petition. Profits. were. being continually 
T eigo by rising co: that could not 
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performance in terms of profitability and 
market share. 

This real-life situation enabled Mr 
Chambers to develop the subject of 
business appraisal and corporate planning 
techniques, and provided members and 
their group leaders with ample scope for 
individual application and initiative in 
analysing the situation and formulating 
their own ideas for development of the 
company’s operations. 

The group discussion and reports on 
the case study occupied the remainder 
of Tuesday afternoon and evening, and 
on Wednesday Mr G. P. Slater, 
B.SC.(ECON.), F.C.M.A., a member of the 
ICMA Council, gave the third paper, 
entitled ‘Corporate planning in practice’. 

He based his remarks on a planning 
process suitable for a large international 
company operating on a decentralized 
basis, where planning needs would arise 
at two levels ~ firstly, at headquarters 
level to determine long-term objectives 


and broad strategy for the next five or 
. ten years ahead, and secondly at divisional 
` level to evolve strategies and action pro- 


"in^. grammes suitable to each division for 














: prove its recent unsatisfactory 


shi F executive was eg roi j 
mself faced with the immediate ` 
eciding. what the company must . 


Eege the objectives set by its own 
"management In discussion with head- 
quarters. These two levels of planning 


must, of course, be closely linked. 


. À prime essential of the planning - 
process was to know the company’s | 
strengths and weaknesses relative to those - 
of its competitors, involving in turn an 





(n in 1 depth. of E Seet per. 
formance. Mr Slater suggested the 
following: 


(1) Key profitability trends, based on. 

profits, turnover and net “funds eme 

.. ployed; CH 

(ii) Percentages of turnover E a 

by materials, employee costs and- 

other costs; E. 

(111) Growth. trend for the business as a 

whole and for its component parts; ` 

` (iv) Analysis of capital expenditure 7 

projects; Us 

(v) Trend. of dividends and earnings 

per share; and E 

(vi) Cash. flow compared 
requirements. 
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Profitability objectives 


It was not sufficient to define as an abe. 
jective “a net profit of £x by 1980’, ` 
without also. considering such questions _ 
as from. what turnover figure this profit | 
was to be earned, what funds would be 
employed, and whether the necessary ` 
turnover and funds were attainable. ^ — 

Profitability objectives should take into ` 
account the needs of shareholders, who ` 
were the ultimate providers of risk capital | 
and were entitled to have their risk 
adequately rewarded. In practice, share- ` 
holder expectations would be met by (a) ` 
increased dividends; and (P) capital 
appreciation in the market value of the 
shares. The simplest way of taking these 
two. factors into account, Mr Slater 
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ia was by TU Ss DCF. 
rate of return to shareholders — a method. 


"which, by definition, also takes account 
of the time factor. What i is required in this 
-context is a flow of net profits sufficient, 
after allowing for minority interests and 
preference dividends, to give the ordinary 
shareholders a rate of dividend which, 
combined with an appreciating share 
price, will give the required rate of return 
in DCF terms. 

Establishment of these figures manu- 
ally, Mr Slater admitted, 1s laborious, 
but the work is ideally suited to com- 
puters, and simulation models can be 
‘developed to test a whole range of 
variables. He thought that there was an 
important role for computers in the 
planning field; financial ratios and trends 
could. be used in conjunction with a 
‘computer model to obtain broad projec- 
tions of future profits, funds required and 
«cash flow. There was room for further 
study in this area. 


Computer feasibility | 
'Today (Thursday), Dr B. V. Wagle, of 
the IBM (UK) Scientific Centre, presents 
-some of the findings of a feasibility study, 
undertaken by a joint study group of 
‘Durham University Business School and 
“IBM, into the development of computer 
“systems for corporate planning. The 
-sources employed had been an intensive 
-survey of available literature, interviews 
son corporate planning with 15 selected 
companies in the UK, and a critical 
appraisal of some available computer 
Systems to see how far these went towards 
meeting the needs of corporate planners. 
.. Companies, it had been found, were 
«generally keen to use computer packages 
as an aid to the corporate planning pro- 
.cess; annual plan preparation tended to 
span a period of some six months, and 
as a general feeling among those 









should be reduced. Some companies 


"with a general ` 


lewed: that this was. unsatisfactory 


' had, in fact, developed extensive in-house 
. computer models and systems, claiming 
that general packages could not deal 
satisfactorily with their own particular 


problems; on the other hand, software 
houses and manufacturers had. developed 


a number of general-purpose report 


generation and consolidation systems — 


- sometimes | including also DCF and 


forecasting routines. ‘There were, in fact, 
some 20 packages currently. available 
which were claimed to be capable of use 
as aids in corporate planning, but their 
functional and user characteristics showed 
considerable: room for improvement. 

Of the rs companies interviewed, all 
but one carried out some form of cor- 


porate planning; rr of these expressed 


themselves ‘committed’ to corporate plan- 
ning, and Š had a separate planning 
department whose manager bore formal 


` responsibility for the corporate plan. 


Attitudes towards the use of computers 
in corporate planning varied widely, from 
enthusiasm to downright hostility, though 
‘weighting’ ` towards 
acceptance. : 

There was a prima facie case, Dr Wagle 


argues, for corporate planning systems 


to embrace in one framework the ability 


to manipulate and consider all informa- 


tion relevant to the planning function. 
Fragmentation of information might 
complicate and frustrate the total plan- 
ning effort. 


Use of computers 


Dr Wagle is being followed by Mr Clifford 
Vince, M.A., also of IBM (UK) Ltd, whose 
paper is entitled "A use of computers in 
planning’. He 1s critical of planners who 
were tempted, at company or group level, 
to obtain a great deal of detailed data and 
then to produce the overall plan by what 
was essentially a process of consolidation; 
this approach, he suggests, gave an un- 
necessarily high workload, among other 
failings, without necessarily yielding 
satisfactory results. Though the study of 
detail had its place in a planning system, 
consolidation of masses of detail was likely 
to give an unreliable total in many cases. 

The ability of computers to handle 
large volumes of data was of considerable 
value in analysing the past and in con- 
trolling current operations. À very 
common example of the use of computers 
in developing detailed plans, he said, was 
to ‘explode’ a manufacturing plan for 


finished products into the requirements ` 


for components. | 
The overall aim of planning was to 
improve one's knowledge and under- 
standing of what could be achieved. The 
company would probably have a great 
deal of information about its current 


situation and recent past, and with the- 


aid of a computer it was possible to 





| summarize, manipulate. an 


extrapolations of current trends coul be 


- Models 











data in many different ways.. 
states that extrapolation was ` 
the future facing backwards’; si 















valuable in certain situations, and in th 
short-term were certainly more relia 
than predictions assuming that ‘tomorr 
will be similar to today’. Simple extra- 
polation was a useful technique where . 
visible influences appeared unlikely to. 
change the trend, but in the longer term 
it was much more likely that various. 
influences — economic, political, social, 
technological or management action: 
within the company- would cause change. 












Speed of operation SN e 
developed to examine the. 
future, Mr Vince claims, were always run 
by computer, because of the amount of 
data to be handled, arithmetical accuracy | 
and speed of operation, There was no such. 
thing as an ‘all-purpose’ model; a model 
could not be an exact replica of the real 

world, but — if used in the right way, for. 
the right purpose — it could be a useful. 
aid to the user. | 

He sees the main planning model, of 

key company relationships, as the central ; 
highway, supplied by market opportuni- 
ties, servicing resources, finance and. 
other subsidiary models as feeder roads. 

In developing broad strategies, it was not. 


necessary to explore all the by-ways. 


Tomorrow's programme (Friday) opens 
with a choice of alternative outside visits; 
followed in the afternoon by the last 
technical paper, from Mr A. D. Mackay, 
B.COM., C.A., F.C.M.A., chairman of Keyser’ 
Ullman Industries Ltd, who will sum u 
and consolidate the work of the school. 

The school concludes with a formál. 
dinner in the Hall of St Catharine’s on 
Friday evening, at which Sir Ronald. 
Melville, K.c.B., Permanent Secretary of 
the Civil Service Department, is the 
principal speaker. E 
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án;error iniaccounting: ‘for tax’ or in any: return, furnished ` GE T ‘wenty-one days:i 15-also. the length. of the: petiod allowed. Gi 
4 Leide thesé «regulations; ‘he: ‘shall Correct it as the: ‘Commis-. : . fór. ‘notification: of any’ “change i in the name; constitution. ORE. 


d 11 
“sioriers, ¡may require e but'ir nd Case Later? than DÉI the return” “ownership: of the. business; "ot Of the occurrence of any other: . Q 
Funished: [sic]. fiext after its discovery’? Pe a a a “event: “necessitating ‘the “variation ‘ of the register’ or cancel: z E 


SA. “person: who: makes: taxable supplies’. SÉ which: H "lation. Of the registration: ¡De-registration, is: not, an iniz.- Ya 
.pesiodical. valué exceeds thé presctibed’ liniits is Liable, to; ‘r médiate, problem: but.one may ‘note. for thë record that; dis 
"be registered. Taking’ the: period: ending’ at March ist, ` Drospective-: drop:in ‘supplies below. tlie 354,000 level is 7 
"1973; as: typical, liability “will arise forza: value. ‘exceeding .. ‘ground: for discretionary . de-registration;- ‘and .éven a.re- a ^ 
“Ls 55000 in. the. preceding: ‘twelve months, , or £452 só since” corded decline- throughout two, years below {£4,000 per. 
June: 1972" or: e ooo since. September. 1972 Or. £1,750: from: ‘annum or deg 50 per quarter makes x LA optional, d a. 
the: ‘beginning of. ¿January 1973 'onwárds. The thrée- lattér. «not mandatory. ~ S = . 4 ps 
«Measures; would not; however, ëntail- Liability: if the ' ‘Coth- ` "7 Thè) Departmental. attitude” is that people. should- not. 


"imissionérs. are satisfied that in-thé remainder. of the. Period. | “jump, on-and. off the. register; having regard 1 to.the extra- T 


:fequired. to: „make; up-a full. ‘twelve - months ` the. x 5,000. “administrative work entailed. "Total cessation. of supply * b 
“limit will Dot be reached... . Ee cae Ma. hey ete sar requires -to “be notified : „within : ten days, but. voluntáry ` cd 

¿When the: néw systent is is’ in’ operation; after March: 973; . registration for someone “otherwise exempt would. hot be b 
“aniy ten days will Be allowéd-fromithe-end of any'stich:quar-.. encouraged lightly.’ CE Lx PEE. E us 
«tér within which" to: notify. liability and the Department: ` : p 1s D v use 
¿must effect. registration: Within a'fürther ten days: só, that. ` ‘Input tax. denied. D "CE n 5 


` "registered. status ` can "bé? commanded. from. at’ latest. the^. Thej jargon c ‘of the new tax has given currency to: the expres: >. 
«twenty-first, day ‘following: such. a. quarter. If on the’ other ` . sions’ ‘input tax’ and “output tax” which from'the standpoint ` 
-hand; ability + ‘to r egister’, follows, froth a ‘belief ‘that’ the Jof;a particular régistered person indicate the credits: and 
ensuing. ‘year. will ‘give rise to. taxable «supplies exceeding - débits: ‘of. VAT respectively available to him.. Students of. a Us 
145,000; ` fotification. must be given; mt, later: than’ the ` ‘book-keeping will not be surprised to find that a Single event: 
“eommencement: ‘of that peri iod:- although i in the mori e'usuál : can generate both: Varieties, ‘usually to express-an- artificial ;, 
“case, wher ethe. ‘belief’ PF ‘ecedes the commencement öf: the = ` distinction between two. aspects: of the: person's relationship, ` SE 


‘peri iod, r Staue can. commence: SE E o e Ss with’ that event rather than his. ‘relationship. with.a third 
+ G ic EL LO M E E mm <” party" (the; normal occasion for zecognitipn of: input. tax. or: PAS 
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„whether ok not actively. chgaged i Hm thé day-to-day. business * which. will be ‘a: good discharge for its VAT content y the: A 
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¡terms Botrowed'ftórm section 9: of the "J'axes Management invoices: ‘to “take, ‘the- ‘place. ` of. fax invoices: > that would. 
"Aer. Whete-theréi ds io: ‘precedent acting; paitner,t 4 18: the.” "otherwise be. provided’ by 4 E su] per. Tt. shouldbe: elea $2 
"duty. of all the: ‘partners 1 to: give such notification:as mer ‘be: “understood: that thi$situatión: is: “quite distinct-Érom the books". ^ —< 
Í required; although. only: one: ‘docunient à Gi necessary. Y —— keeping ‘practices’ intended to: ‘cope, -with’. the Ton-arrival. ` 
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LA 





M. 

¿by CH ‘named: *respohsible:« “officer”. ‘Once: a į person, bag. been : only be recognized: af. part: ofa'system.. of selfsbilling set up. US 
we Ju EN É 
“registered; and: lie dies: ‘On: becomes: ‘bank: rupt: “OF r otherwise under, detailed’ ‘arrangements: approvedii in: advance; such UE 
Wé ` ST ` d v qe We? 3 = : t : st Ni $ D a x pony A pct d ES `. EE EU re & ap pos XX ën" E db Ú SE M II PE éi d ES m Me ` Dew - Bee In : . js 3 SS 
AE i d p = a a KOR a ns D Me EE E ee 
E ec `. EE EE e ur ona: SE te E aig 
d y 4 - EE Y MT Aut aT zs "n a. pA ae d t RE adit PR a Me RE Ig i rie "hee ee i ES ok an eth Y 
n Va De? H H 3 riy Fr ^ x ^ ^ GEN Am FY: ! 1 EE ex ML Kc ^ GE e EK An ' T M ni ZE e el pr i i 
Fal e ae ses r EE E E U mae A eh ein ne es ap seh TE _ s. 


Ei 


. supplier's system. 


L ` 


Builder's fixtures | DNE ` _ ` 


A 


w 


` r f. 
~ D * 2 ` E 

` `~ y H = -— 

4 d WM ” ` + " 

D had = 
„348 ` 7s e ! : 

^ x + D 
D ` 
` d H ` 


H 


7 HC . 
- LI ta 
Sak "^ THE 


chose which will shortly be made. jn Se the ‘construc; 
tion industry, and which peau to be correlated with the 

Nevertheless, occasions will remain To no credit for - 
. input tax will be available because of Orders to that effect. 
E ve Instrument No. 1167 of 1972 denies credit for . 
. business: entertainment input, tax, using. definitions of. 
‘business entertainment’ similar to those i in use for income 
tax and corporation tax (section 411 of the Taxes Act 1970). 

In. Associated Newspapers Group Ltd v. Fleming ([1972)) ` 
TR 87), the. House of Lords. was concerned mainly: with 
the possibly surprising meaning to be given to subsection’ 
(9g), but the VAT rule does not reproduce the obscure . 
exception; nor is input ‘tax denied on the cost.of gifts. On 
the other hand, there are likely to be difficulties. when capital 
equipment is. purchased for use partly in entertaining. 
overseas customers, staff, directors or other persons engaged 
in the management of the company and partly for other 
V entertainment in connection with the business. 
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Where a taxable person constructing a building for the 
purpose of granting a major interest in it (of in any. part of 
it) incorporates in any part of the building or its site, which 
is used for the purposes of à dwelling, goods: other than 
materials; builder's hardware, sanitary ware or other articles 


of a kind ordinarily installed by builders as fixtures, then vehicle is' “supplied”. (thus attracting output tax), it will - 
presumably -be used for the purpose of the business in - 


VAT on the supply. or importation. of the goods is not to be 
deducted as input tax. 

The term ‘major interest’ means the fee simple Or tenancy 
for a term certain exceeding 21 years. Of course the grant- 
ing, assighment or surrender of a major interest in land is 


treated as a supply of goods by section s (6) of the Finance - 


Act 1972. On the: other -hand, zero-rating applies to the' 
granting, by a pefson constructing a building, of a major 
interest in (or in any part of) the building’ or its site. Also | 


- zero-rated are the, supply, in the,course of construction, 


alteration or deniolition of any building or of any civil 
engineering work, of any services other than the services.of 
an architect, surveyor or any person acting as consultant 
or in a supervisory capacity. Moreover, in connection with 
such a supply.of services, zero-rating attaches to the supply 
of materials of the kind whick as described at the opening of 
this paragraph fail to attract relief for input tax when 
incorporated in a dwelling. 3 ; 
The phrase ‘builder’s hardware, sanitary ware and other 


articles of kinds ordinarily installed by builders as fixtures’ 


was previously found in: Schedule 1-of- the Purchase Tax’ 
- Act 1963: where it defined items not chargeable under 
Group 11 (domestic. chattels generally). : 

-In F. Austin (Leyton) Lid v. Commissioners of Customs 
and Excise ({1968] 3 WLR 25) the question was considered 
as to whether built-in dressing-table” units came within 
the protection of that phrase. The units: were supplied on, 
contract for installation in flats, requiring two days’ work 
. by a skilled fitter, although removal would involve only 
minimum damage. Stamp, J, reviewed the authorities, 
including the dicta of Viscount Simon in Palser v. Grinling 


_([x948]: AC 291)'and concluded that, until the point ‘is. 


reached at which à dwelling would:be regarded by the 


- ordinary man as incomplete without a particular feature, that. 
feature would fail to attain the status of builder's Bure. d 


“ACCOUNTANT ` 


3 ` 
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Input tax ori a motor-car i$ not edu unless i it is supplied 
or imported for the j purpose of its sale or the. application to 
< it of any treatment or process. For this purpose a “motor- 
car’. means any motor vehicle of a kind normally used on. 
public roads which has three or more"wheels and. either is 
constructed:or adapted solely or mainly for the carriage of 
passengers, or has to the rear of the driver's seat roofed 


, accommodation which is fitted with side-windows, or which 


is constructed or adapted for the fitting of side-windows. 
This definition excludes vehicles of not less than three 
tons unladen. weight; caravans, ambulances and prison 
vans; vehicles capable of, accommodating only one person 
or suitable for carrying twelve or more persons; London. 
taxis ‘and vehicles constructed for a special purpose other : 
than the carriage of persons and having no accommodation 
for carrying persons other than is incidental to that purpose. 
Should the taxable person subsequently ‘supply’ the vehicle 
(otherwise than by a letting-on hire) VAT is to bite only 


. on the excess over the input tax relief foregone. 


A similar but less common situation arises where a motor- 
car is produced otherwise than by conversion of an acquired 
vehicle. Alternatively, the taxable person may acquire a 
motor-car in circumstances where input tax was not dis- 
‘allowed, or máy produce the car by conversion of a vehicle ` 


- SO acquited, Unless a further conversion occurs or the . 


` which hé acquired it, although use solely for reséarch-and 
development may be treated as a non-event. Otherwise the 
case is one of the double event whereby both'i input tax and 
output tax are generated, with the sad consequence that the 
output tax is accountable but the input’ tax is disallowed 
under the rule considered above. 

"These rules contrast with the ‘double event’ deemed tó ` 
-arise from the production (at a level exceeding £5,000 a 
_ year at open-market values) of printed stationery and other - 
printed matter not included in taxable output and not used 
„wholly in the course of a business making taxable supplies. 
. The Department may give a dispensation if the prospéctive 
net tax loss i$ negligible. Nevertheless many: non- Drot" 
making concerns will want to .consider the economics of ' 
modest self-supply of printed matter. 

; Conversely, no output tax is accountable on the occasion 
of a. gratuitous loan of geods by a taxable person in the 
normal course of and for the purpose of a business carried - 
on by.him. Departmental Notice No. 700 suggests thàt 
goods might require to be loaned to an "agent or sub- 
contractor. - 
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To, enable the sale or return arrangements to be adminis- ' 


tered; responsibility for record-keeping has: been extended 
from the existing purchase tax. collection points to every 
person having in his possession chargeable goods. The 
Department is prepared to consider arrangements based on” 


` identification of and accounting for bulk containers such 


as the cartons (or ‘outers’) in which, the ‘goods are received 
and stored by the retailer. Liability, for tax would follow ~, 
‘adoption’, interpreted, as the time. when the first article in 
the container is taken out for sale or display... - , 


EE Eod debate « on the Bill mention was made of such items as 
GES : ; 


- F 


containers: of a dicen uc of twelve Ge ace 
It is perhaps in this connection thàt the Financial Secretary . 
to the Treasury publicized the fact that the Department was- 
prepared ‘to consider more ‘liberal arrangements. under : 
_ which the supplier identifies the articles by à code màrk or 
colour mark i in such a manner as to identify them.as articles ` 
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| — against material damage of any kind,. 
obviously, -is ` necessary. in ` connéction with, property. 

` What is not always quite so obvious is that a, variety "of ` 
.othér i insurances will also be.needed. In connection with 
consequential: loss, there are a number of areas which 
“need to be watched, 

For a start, one can take loss df rental income, ile 

‘property is untenantable, as a result of an insured peril. In 
many cases, a company is primarily A manufacturing or 
trading concern, but recéives revenue from letting buildings 
; or part ‘of the buildings which it owns. One could argue’ 
that this rental income is really revenue which is obtained 
. from a separate business (1.e., property owning) from the 
main manufacturing or trading- business. | : 
. In many cases, it js. possible to arrange insurance to 
cover loss of rent receivable resulting from damage to the 
property by fire.by including the rents. in the gross profit 
' insured under a consequential loss policy. In this case, it. is. 
_ Important that the description of the business for insurance: 
purposes should inclüde “property owning’. Also, the 
addresses of the premises which are let, and for which this 
protection is- required, should'be included in the policy. 

- If this course is adopted, the definition of turnover in the / 
«policy should be amended so that it includes rents received 
or receivable. In. addition, a ‘departmental memorandum 
-should be added. The’ reason for. this'is so as to provide a 
true indemnity - - irrespective of which’ part of the com- . 
pany's business maybe affected by the property damage. 
. Such a memorandum has the effect of making sure that the - 
rate of gross profits for rents will be used for the purposes 
of a claim calculation, rather than an average rate calculated 
‘over trading gross profit and rental income combined — 
_ Which, of course, will normally be much lower. . j 

' In. those cases where rents are comparatively low, 
‘compared with overall turnover, this is probably the'easiest 
` way of. arranging adequate protection for them. In other 
, Cases, however, it may-be more satisfactory for rental 


income to be insured either under a fire policy, or by means . 


ofa iia item on a business ID policy, ` 
Fire c or, business interruptiori ? M. ] a e ; 
While it thay very. well prove cheaper for rent E to 
be insured under a fire policy, instead of under a business 
| interruption: policy, there are significant differences between. 
the two types'of contract and it may very well be worth while 
to pay the higher premium required by. the -latter policy.i 4 
For instance; one. of the differences i 18 that, Ge a E 
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prm on se or return in a particular period, not longer ES 


than-one month. + ` x 


A separate code mark would be necessary. to wën: n 


goods which had been: subject to a price change-during:á | 
„period. The retailer’s returns would be s .- 
checks of-marked. goods remaining unsold. ` Ya 
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2. by OUR INSURANCE CORRESPONDENT ` 
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policy, a claim will be paid in connection with the loss of me 


have been carried’ out so that, once more, the property | 
is tenantable. The indemnity period stops at this date, even | 


though, by then, thé property may nothavebeenlet. | 


On the other hand, if cover is arranged under a business - 


interruption policy, there should be protection from the. 


date of the damage not only until rebuilding has been 
carried out so that the. property, once more, is tenantable, 
but until it is actually let. In this case, the only restriction : 
is the length of the indemnity period. Provided, therefore, 
a sufficiently long indemnity period is incorporated in the. 
policy, it. should’ be ‘possible to claim for.loss of rental `, 
income until it reaches the figure which it would have been `, 
if there had been no damage. : 


one 
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e «n^ 3 

n Y ; n "oTt; 


during the period from: the time of damage until repairs : ET 


re 


There is a further advantage in. arranging this cover , 


under a business interruption policy rather than under a: 
fire policy. “This e because there should be provision for 


additional expenditure which is incurred, such as tem- — 


porary repairs, overtime wages for employees of builders 


. and others, and the advertising and other expenses which 


will be incurred to reduce the period of interference with: - 
normal occupation. , T2 

To determine the figure for which insurance : should be ` 
arranged at the outset may not be altogether easy, bearing. : 
in mind that, if damage is sustained, rent reviews might. ` 
very well have taken place during the period. when. claim... 
payments are being made. Insurers «appreciate these-.. 


difficulties and thus, as with other consequential Joss ne 


policies, encourage full insurance to be arranged without... 


penalty: . Normally, for, instance, a, rebate clause may be - ` 
incorporated in the policy, giving an insured the-right to a’. 
- full return of premitim in; respect of any over-insurance 


which is disclosed when. the final figurés are known;.the : 
only limitation in this respect is that a return must ‘not ` 
amount to more than 50 per cent of the original premium. ` 


"The. practical. effect of this arrangement is that one should `. 


be able to. insure for the full - amount at risk, without the - 


.. ‘possibility of “over-insuring” and-wasting premium. `- 


Clearly, when the terms of a lease require the tenant to : 
accept liability for the payment of rent over a ‘certain period. ` 


when, premises 'ar& damaged, the types “of insurance: 


discussed above need not come irito.force until the expiry 


..of the period during which rent will be paid. No problems 


need arise over this. The indemnity can simply start to 


operate- from the end of the tenant's period of liability: Tn 


return for this'“excess' in the indemnity period, a slightly ` 
lower rate of. pouem is s likely. to be charged. - ER 
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* Advances profits i insurance ` vn Ole S e d En ARCEM as 5 by a firm of ere ER frentes 
"In the case of property under’ construction, “there i is much. ` “will then-agree that, in the event of damage to any part of ` 
to be‘said in favour of arranging advance profits i iüsurance. -the property which would be.let, while the insurancé-is in, 
"This ‘is, because, if thére:should be damage which results in- ore this agreed figure will be: paid í on á'pro rata basis. `. 
the completion: date. being delayed, clearly thére. will be an. : . No difficulties. should be encountered with this type of 
< unexpected .loss,— which, almost - cértainly, will. not . be. insurance, since the notional rental agreed at the outset will ` 
+ covered imder any other policy." =, ^ I be paid by the insurers from the date of damage’ until the .; Si 

— “When: advance profits insurance: of this type, is arranged, ` : damage hàs been repaired. Clearly, however, there is little - 
‘ethe i insuters should;cóome ot risk;a8 soonas' there is any. peint in being. insured for relatively. trivial claims, and it is. 
;:. possibility.. of ap insured. contirigency causing delay to. ¿usual for an excess.to be incorporated i in-this typeof policy. 
` completion. The expiry date for this insurance cari be the ' Such an excess ‘will be. expressed in monetary: terms, .. 
estimated” ‘date - of "completion. ‘Unfortunately, it-is not "ather than as an excess of a certain number of das... S 
` possible: to arrange:insurance which is/a all-embracing. Ae a... With this kind of insurance, the indemnity applies only” 
result; -there:may. well be a delay to completión;as a result in respect of damage to. areas which would be Jet. As'a . 
.. of some cause which: is. virtually. unirisurable— such as a». result, no claim can be made in the event of ana to, say. 


Strike; laboúr dispute, or unéxpécted shortage of materials. ‘staircases, lift shafts or boiler rooms. `" ee 
"Normally, ‘only ithe. same perils -may be insured'as those *. Normally, this insurancé'is arranged on ari annual basis. ` 
“which-are- applicable to the material damage policy. - _ , Jt is no longer 'effectivé once the premises to which it 


CA point. which. needs to. be watched with, this-type ot relates are let. Unfortunately, however, a return of premium E 
+ Se is that, if there'should be a delay in work for which a “cannot be claimed from the insurers at this stage, l 

' élaim cannot be made, the insurers should nevertheless be . - -Cleaily, once a lease is signed, cover should be arr anged | 
. advised of the new. estimated date. of completion. “This is. ona straightforward basis for rental EE as; described 

: because the insurance will have to be extended to run to. at the outen 07 Geh Ze ud 
this new date,-and an additional: premium will be payable ` Another new development i is the provision of some in-' 

- för the extended: period for which insurers will'be on risk. surance in connection with’ the loss of. lease value ~if ~ 
: Unlike other types of consequential loss policies, a-claim ` premises being leased should be damaged : so, that they. can, 
. is not Payable from the date of the fire or other insured peril. no longer be occupied. Clearly, in thé event of a r elatively . 

«C which ‘is responsible for the delay in completion. The». long lease which has been running for some time, the rent - 

: + indemnity period under a policy c Oe Lis, type does not start payable mar bé lower than the rent which would have to be. 

.. until the estimated. completion date appearirig in-the policy. ` . paid for comparable áccommodation elsewhere. Some of the' | 
"iPáyment will then be made for thé period. from that date difference can be covered by insurance in connection with- 
until; finally, the property is completed. A ‘complication ` increased cost of working. Often, however, a lease can. be . 

- can arise if, during the period while a ‘claim is being paid, - insured for a specific. value, with this. figure reducing ` 
` there should be any other delay due toa cause which is ' -annually. The: chief stipulation made by i insurers in this ^ 
. not-insured; In this case; rather * "naturally, the extra delay , -sphere is that, although cover may be granted, m will © 
resulting from ‘the, uninsured. Cause will not. rank for “Wane Drs gof of. the amount being insured., re a 

i  indemni under.the olicy. E ` ° i WË C MM ¿> 

. Itis a? always: SC to decide on the right type. of Baie "Pr oof ef indernnity ` NEC e EC ER 
= -to cover rent réceivable in connection with a building which . Tn other words, : insurers granting this type Se insurance 
has been completed. but not yet let. It- can. be argued that, - will want to be satisfied" that it is a true indemnity which is 
 in-thesé circumstances, an advance profits policy is neédéd. .. being provided. To establish this, insurers may want'to: 
In fact, this will, not ‘necessarily’ be satisfactory because,” “know the amount of rental per square foot’ being paid. at 

- when ‘the i insurance is arranged, there is no agreement in, ~ present, and the figure which would. have, to be paid for ` 
EE for letting. the property. Difficulties could. arise- in comparable: accommodation. in the same: type of. areas 
- determining what the insured'¡has lost; it could be: argued . Given this inforitiation, ier may. be, prepared. to cover the. 

¿> that the owner has ‘not necessarily suffered any loss at all." difference. — " .- d 


As a result, itis likely that a compromise will have to be: 2 As mentioned, any ace insured ` in GE way "would" I 
m artived at ito determine the amount of. settlement under. r 'educe: each: year. Nevertheless, the reduction i 15 slowed- up 
"such a policy. AN CE ee O cos the effect. .of ‘inflation: on. the. cost’ cof alternative”. 
EE nox £a O AO ^s accommodation. . fe j , 2 ad 
. | q ar CERA RN T ¿The aa on which this i insurance. is atranged can vary: . 
“Unsatisfactory compromise’ S EE 


[tis likely: to be much more satisfactoty, rather thun: to ` “rate. of . premium : for thre? years, E the amount Ge. 
*- pin.one’s faith on a Future compromise, to know-in advance. indemnity: reducing- each | year. On. the other hand,-the -. 


exactly what: indemnity- can. be’ expected. Gradually, a a. “amount which is: insured -can be: reviewed each. year. In 
Í new. outlook is. developing. within the insurance market, ` IT 'rpractice;. much will. depend, on individual circumstances,’ 
. For. insfance;. in certain circumstances it may: be possible `- ‘and the particular’ attitude of'insurers. “.: Se 
^to take out:a' "business. intérruptiori policy in which nothing `. Specialist Insurers in the” consequential loss field take the ` 
~ will be: left to. ‘compromise, and aque will have been; ` VIEW that this, is an “area. where there is scope for. dëyelop ` | 
| - agreed. at the outset... ~ 4 ^ . Ç mentin the future. As a*fésult, investigations are taking: 


: For instance, a figure can be agreed. for, Sege income, `. place’ to-see-whether, in one. way or another, rather. wider ` 
per, RUE foot of the premise. "This Can n Be. a reasonable + ; „cover can be offered i in the- future. ` PF 
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TES new rates of: estate dup set out. t below are PTS 


forward enough, and for comparison, the cumulative 


. duties and marginal rates from the table’ of rates applying ` di 


` before March 21st, 1972, are also shown: dus 
: It. will be: observed. tbat the marginal © rates aré now : 
“considerably lower in the middle: ranges from £40,000 to 
£100,000 and that ‘there are substantial reductions in the. 
amount of duty. payable. On the other hand the rate of 
- inflation, especially of houses and land, is so great m any. ` 
„advantage will soon be negatived. 
"The limit for small free estates with settled property i 1s. 


` E^ P. A x D o. 
£ + + T * ^, 


ES Property given. to o bodies set oui in n Schedule 25. to the Ae 
,. (approved museums, art galleries and university libraries, 


2 Property given “to charities, úp-to a limit. of í: so, ooo; 


. @) Property given to or devolving on the deceased 9 widow: 
. OF widower, "üp to'a limit of £ r 5, 000.’ : 


Ké 


"This provision ‘is simplicity ‘itself; but it is. made. more ` 
pice by Schedule 26. THe: ‘schedule i IS divided into five” 
‘parts which deal with. matters as follows: e 


Part 1. — Gifts. which will: not satisfy the. principal s section. " 


| Part ú ~ Allocations. of the relief obtained, b; the, rinci al 
_-consequentially raised. to {1 5,000. ee. ee SE Se ‘between fie Gen Reece oy. | H P 
Exemptions Ads DP oe 9 arr ES * Part in. ` Ascertainment of exempt and chargeable property. 


The other provision | also seems. straightlorward enough; as 
it is expressed in the principal section ;át was section 112 oF 
the Bill, but this has been renumbered aš section 121 in the ` 


Act. It states. simply that the following items shall ‘be. left. 


‘out of account in Kee the EES value. of, an estate: i 


e x ` z e Se 





part IV = - Effect of certain.events taking place after the. death. 
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asa n are oe A Complicated Prospect ` 
H No- = E I ue I x ` 
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` SC Ve d 5 pte i m š pog Ar. e: ; E m ` i S ` NC SS ou S by. R: M. WALTERS, M A. A. C. A. 
xe, E. : ay . hes i Í. x: s £ b . E ' e 1 & dun à I De x . `, E Së 2E : SE SAT " 2 E , PT a ! 3 = ae | 
c E The Fi inance Act 1972 has introduced new: rates: for estate duly in respect. of E 
E M ow xt "fter March.21st, 1972, together with a section exempting. certain bequests. from the 
| A T ye L ‘calculation of principal value.: There is also a Schedule. setting out the way in which any 
fe Zë e Ta : ^ s relief arising. from this sectionis to be allocated among the beneficiaries.. 
e Zb d The: ‘Schedule, in the. view ofthe present author, is a masterpiece of obscurity. Executors 
SE . B and their EE advisers may find themselves obliged to spend mariy hours on ` 
à / : š "E por ge „trying, to. understand. what it yneans. 
i 4 EL R R 7, 8 ie I V+ m" E . I ae E 


- the UK; together with the National Trust). : . M ^s 


. Part v. _ - Consequeñtial repeals and interpretation. E A 


` As far. as possible; these parts will be dealt with Separately `, 
E bur not in tlie-.sáme order ás the- schedule, ‘since. they 
must. logically be. taken i in a different order. ` - 


Part -Ñ states that a gift will m í 


Rates ' a Mardi ds | satisfy. the principal “section if qt 





ki? 
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i E tes. arch 2tst, 1972 5... - a SS 
Rates- after March LC E Did aee c ,takes effect on the termination of ` 
SCH FI ML Mr Ca ee “Ch is Wo M. "s ES - any. interest, or on the termination ` - 
` cra EIC CILE RN umulative ` Cumulatioé" ` Marginal of any. period which does not termix 
e I "Rate :-. Duty ` ¿“Duty at Bd at: > «Rate. ir: 
SCH | s xe a 4 4 7" bel nate on-ór before he: death. Thus 
MS deus ap E for, Jr E E ee a gift to anyone with remainder to ` 
- Slice ' Cumulative . slice | slice. . — Abee ` (she. 77 E slice ~ gl Jy 
R Buy en | aay or KIR charity would not satisfy: the provi- . 
| | LN RE cent... E ES Bot, he Pet cènt . sions; ; nor; according to the wording . 
“Tie first 1 5,000. 150007 Ni "ME ' 625. -."25:. EL "E B 
The next 5,000 ` (20,000 . 257., 1250". DÉI A. Y. SE 625. VE l of the' Bill as. it: stood, would the ` -> 
, rO 000... ` 36, 0007. 30. E dE eecht - 145250. "5625 . . 30° “comimorientes”. - clause. “commonly 1 
| mm .10;000* | , 40, Q00 ' 35. 3,500 ` 11750 SZ c ‘IO; ;I25 "e, 2 4» £ introduced. into ‘many wills, which 
SE d “10,000. Ze 53,000 An “4,000 - - 11,750 SE, I6; 125. "Dë ` leaves property absolutelyto aspouse: 
7, "10,000, . 60,000. | 45." "ëng  ., 16,259 3. 7 «22,128: a e ` only if-he or she survivésthe testator . 
7 ms “20,000 >, 80,000 .' 5o 10,000 ` 26, 350 * 34,125 D 9c Dy thirty" ‘days. However, the ‘Act 
v. We 9 ,000 , .100,000 T ee 375250. SE Es ET v ` has been-suitably- amended so that, , 
e" m d SES A P Ed SÉ he ` See ME (nit hà GH PT 2.03 a gift. depending ón.the-widow or . 
c 39, : 3 E 3: a - 99:75 334025 - A. . pi . widower ` surviving. the deceased. by 
i: 300,000.’ Spoo . * 70/..210,000 ^ 309,750 293 GC "one: éd. d'will still qualify. 
Over 500,000 | 3c 1 o Ba, aee ëd period will still qualify: 
p < n ee MUN ¿Also “a” gift, other . than: to^ Xhé | 
"The author i is. Principal Léctürer i in Taxation at Bristol Polytechnic. Es s ae ee SA ; spouse, will not satisfy thé provisión 
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E it is less than the donor’ s fall interest in the property ` 


- given; or is for a limited period; or is defeasible; or/if.it or’ 
any" part’ of it. may, become applicable. for other than 


` charitable purposes of the purposes of one of the approved ' 


Events: after death: 


Part IV deals with certain events ee after desde 
Where: property given to a charity ceases at ang time to bes | 
applicable to charitable purposes one must calculate the 


. museums or other. bodies. 


' The test as to whether a ‘gift is: less than the donor's 


. full interest, or whether it is defeasible, shall be decided. 
, a8 ata. time 12 months after, the death. ` 


- 
` 
CC 


amount by which the. estate duty chargeable. on the death ` 
would have been increased if the appropriate portion of . 
principal value at the time of ceasing to be.used for charit- | 


«table purposes had been included i in the estate and had not 
been: treated as exempt. This sum shall be treated as estate ` 
x duty and is chargeable on the: persons interested in the / 
property immediately after the time ofi its ocn to be used ` 
. for charitable purposes. 


Where objects of national, scientific and EM 


- interest (as defined by section 40 of the Finànce Act 1930) - 

^would, had they not been enjoyed in kind, have been exempt. 
` under the principal section, they shall remain exempt even . 
though they are sold or the. undertaking given. under 


section 48 (1) of the Finance Act 1950 has riot been ob- ` 
served; but, in the case of such objects. being left to a 
spouse, the exemption will only apply if the assets are sold. 
or the failure to observe the undertaking occurs within the 


lifetime of the surviving spouse. Similar considerations. 
Sé apply. to growing timber. 


If the dispositions of the deceased, either 7 his will or on 
his intestacy, are altered by a deed of. family arrangemént Or 


f similar arrangement within two years of' the death, the 


provisions. shall apply as.if the variation had been effectéd ` 
by the deceased. This provision will cause some interesting : 


problems when all the. assets abd ‘their values” may have ` 


changed considerably since the. death. 
By virtue of Part V, the existing provisions dealing: with, 


land given to-the National Trust and funds given for the 


maintenance. of land for the public benefit are repealed i In 
respect of deaths after March 21st, 1972. Three points of. 
interpretation also deserve special mention: 


‘Gift’ means either any testamentary diode or any other 
disposition ‘whether made by-the deceased or any other person 


. whereby property passes;on the death. (This would riot appear: 
<,- to include gifts inter vivos, except that section. 2, (1) of the `` 
Finance Act 1894, as amended by the Finance Act 1969, _ 

„includes such gifts within the meaning of proper passing on. 


the death. Jes KC Uf fi abs 


Whére the dcs ua spouse- has a joint TE of any ` | 


| property and" becomes entitled on the deáth:to a share. in ` 
that property, that property shall, to the extent of the interest, 
be regarded as given to the spouse. MÀ 


Property 'specifically given' "means ` property giren ^other- , 
' wise than as residue or a share iñ. residue. . 


Parts II-and III of the Schedule must be taken — 
"since the procedure i in Part III must be applied before Pato 
-II can be applied, “and definitions required. i Part HI are . 
to be found i in Pert HL i3 : 
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_ ` September 14th, 1972 
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Part III odas the means of determining, where there 


is any doubt, which property is to be treated as exempt. 
Any property. which is not, exempt is called “chargeable 
property’. There is no problem where assets'are given toa 
museum or art galléry, since if that. body satisfies: the 
„appropriate definition the. property will be exempt: 


Problems may arise in defining exempt property in. the . 


cases of gifts to charity or to spouses in two ways: ° ` 


: (x) What happens if different property Is given to charity or to 


a spouse and the various properties exceed in value the ` ` 


relevant, limits of £50,000 and £15, ooo respectively? 
pe What-happens if the gift to charity. or toa spouse is a gift 


of residue?. The residue «cannot be determined, without : 


' knowing what the estate duty is; and estate duty i in turn 


Au ° 


. left out-of account in arriving at the principal value. 


The solution\to. these EES is the subject of Fart III. r 


mo 


Order of application ` 


Fist, there i is the general principle. Where i it is material i in 


cannot be determiried until one knows what the residue i is, 
' since’a-gift of residue to a spouse or tó a charity must be” 


e case of assets left to a spouse, assets aré to bé taken as © 


puts in the manner most favourable tó the spouse. 
Subject to that, assets bearing their own. duty shall be 


taken before other assets, and each of the other assets shall s 


be.taken proportionately- to their valué: . y 


. When theré.is settled. property and free estate arid the * ` 


free estate does not exceed £15,000, then it is left’ out, of 
account in fixing the principal’ value of the estate for the 
- purposes, of these calculations. If it exceeds £15,000 it is 


referred to as ‘separable property’ for the rest of the ` 


_ provisions. ‘The value of an’ annuity is to be the value of the 
property required to produce it; and if a gift is | subject to an 


annuity to another the EH shall be reduced SS ‘such 


value. 
` "The rest of this part is od with ‘deciding on. the 
value of gifts: If the total- gifts exceed the amount of 


the estate before deduction of any estate duty, then for the > 


purposes of the ¡principal section the gifts must be abated 


| aee E to the normal rules.of abatement of: legacies. | 
* Then. another reduction may have to be made' in the 


gifts. It is calculated by adding together. the following: 


. (a) The principal value of assets, given. to. museums, art 


. galleries or the National Trust. 


_ «(by The principal value of any property left tó a spouse or to a, 


E charity-which bears its own duty and. is spécifically given 


-or to which ihe spouse is EE entitled. (Ge, not 
: residue)... 


E The principal value of me gifts to charity. or to. ‘Which 


+ 


the spouse is, specifically entitled; up to the’ value: of ` 


“+ £50,000 or £15,000 respectively, after taking into account 
the property given in (6) —. +. 


Di 


ER The ‘ appropriate. value’ of any other property. specifically 
k given — which in the.case of property which bears its own | 


duty is the principal value, ‘and in the case of any. other S 


` property the value of the property grossed up at the estate 


rate which would apply to the estate before reducing it for . 


the principal section. Under this heading should also be 


included. debts of the decéased which are not allowable for. ~ 


. estate: daty. (I£ the gifted property is separable property, 
| y grossing-up rate is found ee SES the duty E 
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`. to Ge separable property vitiicus reference to the See 
section. and dividing it by the principal yalue.) 


Example: A testator EE popa as Follows: 


; i £. 
-To his wife, A house valued at . , 7,000 
| . À pecuniary legacy ' 3,000 
kv charity i ak SCH 15,000 
- "To his daughter » ^ | s: 2E ud 


His total estate is £60,000. — ^ - . Se 


‘Duty on £60,000 is £16,2 50 Wide gives an estate rate of 
+ 27 E cent. Trus the aggregate above.i is: 


WEN E 
(a) None A gé — 
6) House to widow - | SS 7,000 
. (e) Legacy’ to SE £7,000+ £3, ooó does not , 
exceed Ar 5,000, therefore bringin ``: 3,000 
Legacy to charity; £15,000 does not exceed 
y £50,000, therefore bring in 15,000 
| (à) Legacy to daughter; not exempt and does not , | 
bear its own duty, therefore in ups at a per 
cent: £2,000 X 100/73 = . 2,740 
Aggregate per the section s £27746 








If this aggregate exceeds the principal value of the estate, 
then each item shall be reduced by such proportion as 
would result in the aggregate being equal to the principal 
. value. This seems simple enough; but a further clause 
states that, in making the reduction, due effect shall be 
given to any disposition under which property is given. 
This last clause completely destroys the simplicity of the 
‘preceding clause and appears to leave the field open for all 
. Sorts of arrangements and lawsuits. 


' The next paragraph deals with establishing the amount of | 


' gifts of residue. The aggregate arrived at in the preceding 
exercise.is deducted from the principal value of the total 
estate, and if there is anything left it will be, treated as 
exempt property — provided that it is. property of the appro- 
priate type left to a museum or other. exempted body; or 
to the spouse or to charity, and that together with the 
property specifically given it does not exceed £15,000 or 
£ 50,000 as the case may be. 

Supposing that the testator in the last example left half 
ET résidue to his-son and the other half to charity, the 
£alculation would proceed as follows: 














Total estate .. .. T H e. 60,000 | 
Less aggregate as calculated above .. 7,740 ` 
Residue 32,260 

~“ Half to son (not'exempt) |... : .. ^... — .. 716,130 ` 
D Ze p. x * x , , ai V 
Half to charity (exempt) | .. eg Lo... 16,130 
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e this case the gift to- Gi of £16,130, vias added to: 
the £15,000 specifically given, does not exceed £50,000. If 


it did, the excess would be chargeable Property and only 
, the balance would be exempt. 


Revenue interpretation 


This brings us to Part II ETT is the least nidos ofall; | 
it consists of me? four sections and Ge? are remarkably E 


obscute. 


The first section states that this part deals with the 
allocation of the relief to- different persons becoming. - 


entitled to the estate, and it says that this must be done in 


accordance with the remaining provisions of this part and : * 


“nothing i in Part III shall be taken to affect that question’. 


However, the remaining. provisions deal with exempt and. 


chargeable property; the only definition of. exempt and 
chargeable property is in Part III, and they are defined by 
reference to the procedures which we have just explored! 


"The next section says that the reduction to be allocated is ` 
‘the reduction in estate duty after allowing for any reduction.  . 
in the estate rate and for any reduction attributable to: © 
section 16 (3) of the Finance Act 1894’. Section 16 (3) is the - . 


one whichi déals with small free estates with settled property. 
What is the reduction in estate duty after allowing for any 


reduction in the estate rate? To revert to the example we 


have been dealing with: - 


The, total estate is £60,000. Estate duty on this is {16,2 so, 


giving an estate rate of 27:083 per cent. Exempt property is ` 


, made up as follows: 





Amounts to widow: . e 10,000 
Amounts to charity: Pecuniary legacy 15,000 , ` 
Share of residue 16,130 
41,130, . 











£41,130 ^ 


Chargeable property is therefore ¿60,000 less £41,130 = | 


323 .. 


+. 


£18,870 on which estate duty is £967. This gives an estate . 


rate of 5-124 per cent. The Revenue interpretation i$ that the 
total reduction in estate duty is £16,250 less {967 = £15,283 ' 


and the reduction in the estate rate is 27-083 per cent less 
5'I24.per cent=2r-959 per cent. Thus the reduction in 
duty. applicable to the estaté rate is £60,000 x 21:959 per 


cent— £13,175: It follows then that the reduction after- 
allowing for the reduction in the estate rate i is e 5,283 less . ` 


£13,175 = £2,108:. 


Most of this looks like al. nonsense because 
we appear to be applying - percentages arrived at on one, `` 


total to another total to which it.has no application, and 


deducting incompatible percentages from each other. But: ` 


this procedure can be reduced to a‘certain logic, since the 


Kei 108 we have arrived at is in fact equal to s: 124 per cent: | 


on £60,000 lés& 5:124 per centon £18, 870. This is the same 
as 5-124 per cent on £41,130 or, in other words, the new 


_ estate rate on the exempt property. Logic: seems to dictate . " 
that chargeable property. should bear duty at 5-124 ee cent, 
di and that pon Popery should bear none. | 
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" . š SES, Ge 3 s - do» I " o y e S I j l . ç P k 4 x * TN ] 
,  Hfthisi is accepted, distribution might oe as follows: ius ` x E ein, Total; ¡Son ` Charity 
à Da = - I SE e : E Se ES . 2 RE ite r | CS ^ Iv o d £ en T cn ', \ E ` s, ao | E NE. E e ç £ BEER ` £ r -£ E 
š A . ` r Eet Lis dw" wrx ` : "E. , is 3 f 
Wid ZC H AM a A aO "e ee oh KC estate U. oec s ny Du ees ia 
` Wi $ ouse ` geet Ee aa 20 070 14 7000 RU Seal SUA ZR l ; 27 
Widow ¿| oe he AE bee EE ee Ke i, Less Duty as per piinci- M S Wo s 
A . Legacy ~ yar ebe. 9,999. s palsection «s; "w. 967. >. EM 
Daughter Legacy as arrived at. eárlier EL 4D. eu s ` Less pecuniary legaciés.. pu. Cox us. uim tg 
^ ^r e c dese Som. y sand widow's house 27,000 DE ee 
p Les DUIS. at D. 124 De ‘cent i O ee LM AE ——. 27,907 7.0 v. 
MEL hoo PS = ho: ; NL ue See 
Son s . Share: of residue | a y E SE ast 16,130 . + E I Leaving for residue " . P 2 gi Pi 32,033 I Es x n * 7 E 
i i 2458 E ME SE Ee E gie Hae, ae er MU ae IE 
- Less Duty at y 124] per Gent 207 827. 7 s Less reduétion in duty, ` «+ 828. yo Fe wee tie 
NM 2o Do e e PES M MED sss 
“Charity Pecuniary legacy °: si, que ` 15,000" AE NA "31,206." 4i 5,603: à PUE 
SM" EP Share of residue. dro ‘ast c "rue 3 Ada redüction in duty. "um bi TN Ge 
` , t7 `x kon g > P š : ` ye s il ; 1 , E `Q“ J — wemmer ge et eRe sU 
_ PX m Kk Së e E `. "5 EE "a 3I 130 he "3 ee ner ay a 
ET, T. Steg? E SE e EE S E de 3 "E SE: | £323 . £15,603 £36,430 
` - ` a . os - H ek EU "n ` ] N : ` . , en ; l I 
| Se Ke 967 |. I SE Ee 
sc AES KE A PC. EENEG “60, ooo Thus it can Se seen that the litis receives £16,430" 
a4 TC o x EE : oem. as its share of residué although estate: duty relief was only | 
om | EM - Obtained on £16,130. This is:a consequence of the unhappy 
The oily flaw i in this procédure i iS š that the legaty to the . compromise we have been forced to adopt. `. `: 
` daughter is more than the testator left her.- The procedure . E Berg uas 
- would, work perfectly ` if the legacy to the daughter were a n E us OPE 


grosséd-up. at the new estate rate instead of the prior one, 


An illo ical com romise 
but we then return to the problem that the new estate . id pi 


. “rate cannot be determined before we have determined a . The. final division of the estate is therefore: TEM M 
: figure for exempt residue-and. we cannot do that until we he a Ce 5 poe ls. g 
S have fixed the'rate of duty: . 2%; ` Widow ` - House "D. 
The Revenue's solütion is to interpret the” next two ` | 0^ Legacy «i eu age ` dei UU 
“sections as shown below. The first of these, states that: E EA A A000 
- 4 ‘No part-of the reduction shall reduce the duty. on charge- ` `. Charity . Legacy — px done c desse Sy. 5000 
m able property except-in so'far-as the duty would be attribut- —. . . : ‘Shate of désidue | Cole Ces ss 16,430 
. able to property specifically ‘given. but would fall on residue; ` `Son d Share of residue ` 225.3 "ul 77s 16,603 
and in particular, where any property given as a share of. - Est ted l | I — jO | + 6 | 
residue or in afundi is.exempt property the reduction resulting - - card my P ud Sx S eer up 957 
from' that property being exempt property Shall.not reduce = U. "OE ON" à E nr 6 
` the dur op any share in the residue or fund which ie charge- SÉNG | m. A SE 
E able property.’ EP AA I. o - ` "a il l et os ; 
e Ee ic OD in Som since Gt SÉ out he “As a final sólution it lacks” logic, and š Seems i acta: 


1 p principle: The last section simply repeats: the princi- ` to distort the- comparatively straightforward procedures of: 
ple that where property. is left to the_spouse thé reduction ' estate distribution before the Schedule’ was introduced, 
shall be allocated in the way most favourable to the spouse, ` Also it seems certain that these provisions will give rise e to 
but subjeét to that the reduction’is allocated to property - -considerable. problems. = 
‘bearing its own duty before allocation to other property. . There is nothing in.the Act to; suggest that an amount 

The Revenue interpret all this to mean that the reduction | settled on á spouse will attract the surviving spouse 


which. in our example is £2; 108 is to be allo ted exemption ` since it will not ‘have. borne duty ‘on the death 
ow: A NE P si )-i a RO -of the first spouse — although, the Revenue have assured , 


Au d a - oru We > x 
$r ¿fon? * 


ut M Am UE B d SN E md £ others that they will deem it to have been. paid. T 
| Se | Tue *  Intrespect to separable property — i.e., small estates with 
. settled property - — there might be difficulties. One is re- 
x oo (359 ..quired to gross up chargeable legacies at the rate of duty 
Widow’s legacy (not bearing its ¢ own duty) fs, 000 at: . *'^ applicable if the principal section did. not. apply. But: - 


€ ~ + > 


- Widow’ s house (bearing its. own i duty) £7,000. at^ 
ees 5-124 per cent - NE T a TR Vai 


5:124. per cent ^j»... E a ae i 1153: suppose that the life tenant- of settled property of, say, 
ji (Charitable legacy ie 5,008 at 5° 124 p cent ase 68e £100, ooo bad a free estate of £68,000 and left £50,000 to 
` Leaving for residu w Ge SX ete A charity-and £5,000 to his son.. At. £18,000 the marginal 

IE € c | E SE i EE E 27 rate would apply; but at £68,000 it;would not. Does: one; 
aS, Tuus uas NULL take’ the rate given by aggregating £68,006 with £100,000; 
E A mi x NS i 
"ND B s o Ee °°" “or does one-take £68,000 less £15,000 — £53; 000 as being 
A. os ] A ZS AW o eee - the duty — ‘which would ‘be far too high?. - 


They then : maintain, that the: £828 i 18 allocated to residue a "The prospéct is one of problems stretching from here to ` 
as follows in: accordance with. the Second part : of the section «the inheritance tax. Dare we hope that that will be simpler 
quoted: AN 4 A EAMUS ; than ius. DIU. eg 4 P 
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From Our New York Correspondent 


MUSTY Washington office building, a few blocks from 
the White House, has recently been transformed from 
a quiet, government backwater into a hive of anxious 
rumours. Being the home of the Railroad Retirement Board, 
which wasset up in 1935 as the only American example of a 
government-run industrial pension system, its operations 
seemed mundane and its solvency above question. A 
‘commission of inquiry has now come to the amazing 
conclusion, however, that the y 1S EES 
bankruptcy. | 
In these days when even Penn Central Railroad can 
founder [The Accountant, August 17th], nothing seems to 
be impossible in the railway industry. But the new report 
throws. a stark light on the problems of, all industries that 
have passed their prime. The problem with the railway 
pension system is that it covers a labour force that has 


shrunk to 600,000 and must shrink still further, whereas. 


the number of pensioners has swollen to one million. 


Private schemes 


"This reversal of trends was not foreseen by the actuaries 
who designed the railway pension system, which is funded 
by a 9:35 per cent-levy on employers and workers alike. 
Perhaps they did not try too hard when they were doing 
their sums — because they knew that, if there was a shortfall 
in the funding, it could readily be made good (as is now 
being proposed) by EE the level of compulsory 
contributions. 

No similarly easy way out is available to the operators of 
privaté pension provisions, which now cover more than 
30 million American workers and control assets worth the 
equivalent of more than £300,000 million. Such a vast 
structure, comprising some 35,000 separate plans, could 
hardly fall into bankruptcy — but a number of the plans 
have shown signs of going the way of Studebaker, which 
proved unable to make- more than token payments to its 
‘pensionable employees a few years ago, when its auto- 
mobile business collapsed. 


One result of the weakness of some private pension 
funds; and of the very serious position of the public fund ` 


operated for the railways, has been increasingly strident 
demands for legislation and for the imposition of a pattern 
of control similar to that applied to insurance, banking and 


other key links in the financial mechanism. The Sécurities 


and Exchange Commission already require$ companies to 
. report to it the nature of any pension plan in force and the 
annual cost of operating the plan, or an estimate of such 
cost (including past-service obligations) if no annual 
provision. is made. 


The Nixon Administration has recommended that 
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vesting — the guaranteeing of future pension rights to the 


employees covered by the plans — should be generally. 
adopted. The Hunt Commission, which presented a 


. programme of, root-and-branch financial reforms last 


Perils for Pensioners. 


December, drew attention to the anomaly of allowing such 


huge and vital payments to be made with virtually no | 


government supefvision. Senator Harrison A. Williams 


. (Democrat, New Jersey) has drafted a series of sweeping 
. reforms on which action next year is expected. 

The attitude of the accountancy profession has been that ` 

too much official regulation could add greatly.to the cost of - 


private pension plans without adding anything to the 
payments received by beneficiaries. Yet it is widely agreed 
that present practice, both in operating pension plans and 
in reporting their cost to shareholders, varies far ' too 
greatly for the auditor’ S long-term health. 


Itis now nearly six years since the Accounting Principles ; 


Board issued its Opinion No. 8, ‘Accounting for the Cost of 


Pension Plans’. This document followed the same general » 
lines as the Securities and Exchange Commission require-., 
ments, but added the important proviso that changes in the 


method of calculating pension- costs should be clearly 


disclosed, either in the financial statements or in the notes., 


The effect of this recommendation has become apparent 


on a number of subsequent occasions. A year ago, for 


instance, US Steel Corporation cut the equivalent of more, 
than [1o million out of the quarterly charge to income in 
support of its pension fund. This change was defended by 
the company on the grounds that its accumulated pension 
fund assets (equivalent to some £800 million) showed 
improved actuarial factors and could be expected to yield a 
larger sum than had beer allowed for when the fund was 


set up. Similar changes were reported by Armco Steel 


Corporation, Borg-Warner Corporation, International 
Minerals and Chemical Corporation and others. Had it not 
been for the publication of Opinion No. 8 the Shareholder 
might well have been left in the dark concerning these 
important changes in his company's accounting arrange-. 
ments. 


Forty years on 


Although the situation has Se improving, some com- . 


panies continue to adopt policies that can hardly be 
termed conservative. Chock Full O’Nuts Corporation, 
which operates a highly successful city snack-bar service, 


reported that it relied upon actuarial gains to cover the full 


cost of its pension plans, so that no charges against income 
were required. ` 


In tackling the thorny problem of accounting for.un- . 


funded prior-servicé costs, some companies choose a 
remarkably long period over which to amortize this 


obligation. Koppers Company Inc and Squibb Corporation, " 


for example, report that they use 40 years. 


. In 40 years’ time, when the present atmy of workers has . 
bone an army of pensioners (or their survivors), it will. 
‘be interesting to see how,the funds and their beneficiaries 
have fared — and what progress has been made in explaining ' 


the: complexities, of their operations to- shareholders. 


. Without a doubt, profound changes will have been made in 
both areas — and some are in store very much sooner r than I 


In 2O12. l Te e, 
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u ` a : - — Giving a the President of the Tribúnal (Sir Michael 
' l SZ ^ ^ /. O Rowe, Q.C.) said, if language was to be given its ordinary and 
Pune MN ME: natural meaning, none of the premises constituted a ‘shop’, nor | 
, was BR conducting a retail trade or business there. He re- 
ferred also to the corresponding legislation affecting gas and 
electricity boards, which likewise excluded from the. general 
classification not only ‘offices’, but also ‘a shop, showroom ór 
other place occupied and used . : wholly Or mainly for the sale, 
display or demonstration of apparatus’. f 
Had it ever beeñ envisaged that railway ticket offices — for ` 
| T ; many years the ‘commonest form of railway ‘offices’ not on 
, Ges . : .. . . operational land — could be regarded as shops or places of retail 
e T. ov DTE ° q trade, they would no doubt have been treated on the same foot- 
‘Passive’ Director Liable for Contempt ~ ing as gas and electricity showrooms. The staff employed at 


these premises were engaged on “office purposes’ and the 
QIRECTORS of.a: company may be held liable, under the premises themselves were ‘office premises’. 


rules of the Supreme Court, for the breach of a judgment British Railways v. Westminster CC and. Mattey ([1972] 


Or ,order made „against the, company. : | "m D Geer? EA 
L was a solicitor and a director of Š Ltd. Proceedings were REST Si dee OnE d a it | ugust 24 ). 


‘ommenced against S Ltd by another company, B Ltd, | ANC WW . 
respect of an alleged trade mark infringement, and L, in con- . Estate Duty not ‘Testamentary Expense’ 


_ versation with B's solicitors, agreed that S would give an ` TUNES TM 
undertaking tó discontinue the acts complained of. That under- GE Kee aes i tte ‘after paying thereout 7 E 
taking was in e 

ing was in fact given before Megarry, J., on July 21st. - debts, funeral and testamentary expenses’ to be held in trust for 


Evidence reached B to the effect that the alleged infringement but. foll 
. had, however, continued after that.date, and B therefore moved his widow. The estate at first appeared insolvent but, following. 
a negotiated settlement of arrears of tax, its value was finally 


to commit L, for contempt of Court. L contended, first, that 
agreed at some £70,000. 


there was no ‘judgment or order’ against Š within the terms of 
the relevant rule and, secondly, that since he personally had The trustees then transferred the house to F, who sold it and 
went to live in Israel. Attempts to recover the estate duty 


" given no undertaking, nor had he personally aided or abetted _ payable on the house from her proving unsuccessful, the ` 


the breach of ndertaking, he not in contempt. | 
Ge 15 Was nora P trustees paid. £270 out-of residue in respect of such duty | 


The Court (Brightman, J .) held that, on previous authority, 
i > and proposed similarly to pay the balance (about £1,500), The | 
Ee such 5 a widow-sóught a declaration that they were not entitled to doso. | 
i 


equivalent effect to a "judgment or order” for the purposes of the 

` rule; it was common. practice for a plaintiff to accept an under- ' EE Chancery E pec. 2 s mud void oa 
taking offered by the defendant as an alternative to aninjunction, ` 22 "Me ouse was not a testamentary exp : | 
“and it would be unfortunate to disturb that practice by making ing of the will. There had been no breach of trust in Sn erring 
such an undertaking - of lesser significance:than an injunction. the house to F, but -payment of the. £270 out of residue did 
constituté a breach; the trustees could not claim to have acted 


Even on the assumption that L had adopted a purely passive | 
reasonably, and ought not fairly to be excused. Nor, under the | 
‘role, it followed that he was liable to proceedings for contempt, terms of Sections 61 and 6a of the Teustee: Act vas, could they. "^ 





and had a case to answer. 


be relieved in respect of a breach of trust not yet committed. 
e D e ES Investments Lid and Another ( The Times, "Inte Rosenthal; Schearz o Bernstein (116 Sol. J. 666). f 
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, Railway Ticket Offices Rateable a | "Bestraint of Trade CET M x 


ESTMINSTER CITY COUNCIL, it was ruled b the HERE an agreement in restraint of-trade incorporates 
Lands Tribuna! last month, -was entitled to levy general MV vo restrictions one of which is reasonable and the other 
‘rates on a ‘travel centre’ and four ticket and information offices “is "not, the whole agreement must fail unless the two restrictions 
maintained: by the British Railways Board. E are clearly severable from one another. 
^ Since nationalization of the railways in i948, valuation of: A sales representative was engaged by L, a company marketing 
- railway premises for rating purposés has ceased to be subject to ` specialized food products, on terms that in the event of his 
| ordinary rules, and is controlled by a formula now to be found leaving. this employment: he would not for one year thereafter 
in section 32 and Schedule g of the General Rate Act 1967. deal in competing goods within his allócated territory, or 
.. This. legislation provides, in part, that ‘no ‘railway premises | solicit orders for such goods from L’s customers. Following a 
` which are or form part of premises occupied. wholly for non- : -dispute over remuneration, he’ resigned his employment and 
rateable purposes shall be liable to be rated or be. included in became a representative for a competing firm; in which capacity 
` any: valuation list or in-any:rate'. Prior to March 1968, travel he canvassed a-number of L's customers. His allocated territóry 
-and ticket offices’ were, regarded as falling within this provision + had been the. Greater Manchester area, including the cities of. 
_ and were accordingly not rated’ ', <- . Salford and Stockport and other towns. 
"Section 32 (2).0f the Act, however, exclüdes frorn the classifi- - On añ application by his former employers for an injunction 
cation. of ‘railway premises’ for this purpose ‘office ‘premises to restrain him from such activities, the Court found that the 
‘occupied by [the British Railways Board] which are not situated .two restrictions (1) as to area.and (2) as to soliciting orders 
“on operational land of that board’;.and.the local.authority; from Lis customers for ..competing goods were not severable 
relying on this proviso, sought to. include the travel,ceritre and ‘but were inter-related; the latter, had it stood alone, would have. 
ticket offices in the valuation list. British Rail contended that the been reasonable but the former related to a very large area with 
main activity of these premises was the salé of travel tickets, ` a numerous population; and could not be upheld. The applis, | 
that their functions were analogous to those of.a retail Shop, and. ‘cation for an injunction therefore failed. ` id 
were not ‘offices’ for this purpose. | LIT e. Luas & Co Ltd v. Mitchell J (a972] 2 All ER 1035). 
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HAT a difference there is between the Unigate organiza- 
tion of 1972 and that of the mid-1960s when the group 
seemed to have lost its way as well as its rôle. There is now a 
"new urgency and style about Unigate and :also about its ‘annual 
report and accounts which are presented in a highly individualis- 
tic E .to which this week's reprint cannot do full Justice. 
In the mid-1960s" Unigate seemed'.ónly concerned with 
simply getting bigger: but not. necessarily becoming more 


. efficient, and with becoming High Street grocers as well as 


milk and dairy produce manufacturers and distributors. 
There seemed to be a view then that delivering milk to door- 
steps’ was a declining industry. and that SE were the 
thing to be in. 

Since then boardroom: and Mamie emient changes Kove 
brought | a.different view. The milk and food divisions have 
been reinforced and the grocery division is being sold and some 
of it has already gone. The decision to sell was reported 14 


-days before the end of the 1971-72 financial year. The Booker 


1 price realized being about. £2 million cash. For the present the ' 


£ 


"McConnell group bought; Unigate’s west country business of 
Jones & Porter (with 22 supermarkets, so shops) and Gardners 
(Bristol) (ten traditional and cash-and-carry warehouses), the 


: properties are being retained and leased. to SE i 


; ` 


' Better em ployed 


Recently the sale of launderettes, Ge Fried ` ` Chicken 


“shops and a 50 per cent holding in the Quids-in inexpensive 
fashion shops has been. arranged, and talks are proceeding 
with companies interested in acquiring the rest of the division 
consisting of 250 shops and 13 supermarkets in London, south 
east England and Scotland. 

Sir James Barker, the Unigate chairman, comments in ‘his 


. statement with the accounts that the grocery division ‘had not 


Y, 


_ This-simplification has led to economies in the selling. operation. - 
‘Farmer's Wife’ branded goods — cream, yogurt, butter, : 


‘really been : performing adequately for some years’, and to 
ensure a turnround in performance would.have involved heavy 
spending and also a lengthy wait for results. "The view was that 
money from the sale of the division: could better be employed 
in other sectors of the group. ~- : 
In the milk division — ‘families in Britain’ value the daily call 
from the milkman. very greatly and we are determined to keep it 
going for their benefit and ours’ — turnover and profit now 
depends on a limited number of recurrently bought products 
which can be promoted vigorously in all parts of the. country. 


eggs, potatoes, bread, margarine, bacon, sausages-and poultry — 
constitute an increasingly important part of the milk division's 
turnover and profit. Sales are helping to maintain regular milk 


Founds when other industries find rising costs of such personal š: 


e 


_servicé a constant headache, ` 


hor 


M odarhisatióm A i l ~ 


>The foods division concentrates on. the Se Ivel’ and ‘Cow & 


‘Gate’ trade names, and there is currently heavy capital invest- 
ment involved, in inodernizátion and in eege EE 
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TEN  Unigate Rationalization ` 
ké and Development ` 


‘Margin awards T 


- 


z 


facilities, replacing older cheese plants by new, and com-. 
thissioning entirely new plants. Modernization of the creamery. 
at Chard has involved over £2 million and a further, £2:5 
million is to be spent on a new creamery at Wootton Bassett. ` 
The transport and engineering ‘division is being reorganized, 
and. the objective now is to. identify the growth areas and to 
meet and exploit opportunities by a GE of internal 
growth and appropriate acquisition. | E 
Unigate's Wincanton Group subsidiary in the transport and 
engineering division has already made a key expansionary move 


in the acquisition — for something under £500,000’ — of the " 


Valley Group of Companies operating some 200 lorries, trailers . 
and road tankers from bases in South Wales where a subsidiary ` 
has commercial vehicle-building, distributing and barage 
interests. Other similar deals are on the way. 

. But in the present nature of things Unigate is no longer an: 
entirely UK operation. Considerable dairy operations, are being ` 
developed in Victoria, Australia; there is heavy investment in ` 


“dairy products output in the Trish Republic; and there is an. 


investment in Eastern Canada judged to be a good base for 
expansion in the maritime provinces. 
On the inevitable Common Market subject, the company has. 


“made milk.supply arrangements in France and in Holland. and ` 


it is ‘well on the way to completing production and distribution 


. facilities second to none in pO 


j : i } 
Reserve | 


` [t will be seen in:the reprinted accounts that n million has: Ë 


been taken to rationalization and reorganization reserve and ` 
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£264,000 of costs already charged against it. Sir James makes . 


the point that the important decisions taken during the past year. 
about the future shape of the business — rationalization of food ` 
manufacturing plants, sale of the grocery division and with- ` 
drawal.from some engineering activities — will méan consider-. 


able reorganization. In some cases assets will have to be written ' ` 
off or sold at a substantial loss, and in a number of cases there : 


will be substantial terminal expenses. 


The board considers that these — losses SÉ be i 


regarded as capital and not written off in the. profit and loss | 


account. It is hoped that losses will be less than the £ xo million- 
transferred from capital reserves, but 1t was felt “Prudent to set. 
aside a fully adequate figure”. ` 

The Unigate target for the past year v was to iihproye ur B 
IO per cent more than inflation. That was achieved with some-.. 
thing in hand and, without mentioning: targets, something ` 
"better still’ i is planned for this year, SCH A eee 


o ^ 
Bi 


A feature of the milk industry 1s the margin’ awards made ` 


. retrospectively by the Ministry of Agriculture, ; Fisheries and ` 


Food. The 1971-72 trading profit, it wil be seen, includes 


w” ner 


retrospective adjustments. of 282566) as against £394,000 i in ` 


‘the previous accounts. 


In the chairman’s statement profits beforé tax are balada” 


back to, 1960, incorporating the margin awards to anew the true. 


Ne 
- 
4 
4 š + A 1 M" ` ` 4 r 
ZS D 


H ` š * 
A 3 .. t’ e ñ P - Ed 3 ^ . 
` 


"THE 
328. . 
trend,;of profits by iricluding retrospective adjustmients i in the ` 
year to which they relate. The table Jacks figures for 1971—72, 
though some adjustments may still be made of results for ante- 
' cedent periods. 

. “When retrospective adjustments are brought.to “account in the 
‘year to which they .relate, the trend of profits has generally ` 
. been better than the published figures in each year's accounts. , 
This is because the system of determining milk margins ` 
depends upon ‘costings’ and HEES 'are bound always to’ be 
rétroactive. : I 
. The. figures are as follows: | EE S 


' PROFITS BEFORE TAXATION 

AS PUBLISHED 
(Excluding 
Retrospective 


ADJUSTED 
(To include 
Retrospective Retrospective Margin 
Margin Adjustments) Margin Adjustments) Adjustments in Year to 
Kär Wa *u which RU relate) 


~~ 


{Including 
Year to 


31 March: ` 


205 


: 1 
f Subject to final adjustments 


* Adjusted since last year 
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Belated Accounts from Maurice James 


ENGTHY negotiations for the sale of solid fuel disbibusisg 
„subsidiaries to the British Fuel Company, and the need to 


- étraighten out accounting systems in the James Car Deliveries . 
' compány meant that the 1971 accounts of Maurice James. 


Holdings did not reach shareholders until this month. Sale of 
the solid fuel business left the chairman and deputy chairman 
with more time to deal with the car delivery subsidiary's 
problems and clearly the time was more than ripe. 


In May last year the chairman, Mr L. M. James, told share- 
holders he was particularly concerned. that the car: delivery . 
group's accountancy system should be standardized as quickly’ 
as possible, and that steps had been taken to achieve this. The 
group's new chief accountant judged that priority should be’ 


. given to improving the cash ‘flow position — hardly a surprising 
judgement in view of the fact that ‘owing to difficulties with the 
computérization of accounts, statements were being sent to 
customers approximately two and a half months late} i 
As may be imagined, when first half-year results were 
belatedly prepared in early September, it was clear that monthly 
manágement figures for the first four months had been grossly 


inaccurate. The chief accountant bas put the accounting system 


in order and is- now providing Management with up-to-date 
figures on a- month-by-month basis, but his investigation , 
revealed not only immediate weakness but alšo E 
errors in prior years” ` 

In June, the chairman visited the Scottish depot óf the car ` 


Eu delivery subsidiary, became suspicious of erid-1970 figures and ` 


ordered an investigation which showed that ‘work in progress 
. liad been declared in réspect of vehicles for which payment had . 
been received in advance', and also ‘inadequate reserves for | 
work subcontracted, miscalculations of amortization of leases' 
and other errors which amounted in all to £39,901’. | 

The chairman states that some of. the errors date back to he 
acquisition of the subsidiary, and ‘if that is so they may be 
covered by warranties obtained at that time’. Mr James com- 
ments, ‘Certainly my colleagues and I would accept responsi- 
bility for failure in managemen, bút we are convinced that the 


X D < ` E E Y 
* r 


E ACCOUNTANT 





October. 


« Y. 


Kä 


- September 14th, 1972 . 


` - 


—€— inaccuracies misled management and delayed 
remedial action.’ 

The group operated at a saqina loss of £29,496 for 1971, 
against a previous year profit of £311,908. Of the £39,901 of 
‘errors’, £7,766 is accounted. for‘ as “Amounts written off in 
respect of matters relating to earlier ` years’, and £32, 135 as 
' “Overstatement of profits applicable to previous years.’ 

An interim report included with the accounts puts unaudited 
pre-tax profits at £81,100 for the first half of this year. More 
particularly, the group is rid of its ‘dying industry’ interests in 
solid fuel, has obviously tightened internal financial control 
and is now operating largely in the transport and allied 
industries. 


Ó I : `Y 


Alliance Alders E 


RANTED the accounts of Alliance Alders Paper and 
Packaging are uncomplicated and do not involve extensive . 
notes, but there are many companies that could with advantage 
take a leaf out of the Alliance book and. learn something of the 
economic use of space. Clarity does not necessitate the setting 
out of large print on a large page. Clarity-is brevity and balance. 
Alliance Alders achieve it remarkably well in its report and 
accounts booklet measuring only 6 by 8$ in. There are no frills 
or fancies, but neither 1s there any cramping of the layout and 
the whole thing is most readable. The one lapse is in the final 


-blank page, which could well have been devoted to the additional 


information of record and statistic that is now accepted as essen- 
tial company reporting. This emission needs to be made good." 
The omission 1s surprising, moreover, in view of the repre- - 
sentation of the accountancy profession in the .boardroom. 
Mr Alan Meades, F.c.a., is chairman; Mr Irving Buck, 
B.COMM.SC., F.C.A. , deputy chairman; M: James Carnegie, C.A., ' 
a director; and Mr Robert Buck, A. C.A. , secretary. ‘Chere is also 
the company’s president, Mr James Henderson Black, J.P., C.A. 


.Mr Black, formerly the chairman, retired from. the board 


and was elected ae of the rod at the end of last 


1 


ma 


British Relay’ s Tax Position 


SCHEDULE F tax liability of £842;553 outstanding: s since 

(1965-66 for which full provision had been made in the 
British Relay Wireless and Television accounts ‘was finally 
determined during the 1971-72 financial year and has been 
discharged. But a claim for interest raised by the Inland Revenue 
is not yet settled, although provision in the latest accounts has 
been made in full to the extent of £220,000. 

This amount has virtually been covered through a book 
profit of £214,000, arising on a change in the policy of vehicle 
replacement in the group. Vehicles are now being retained for 
a shorter period, and consequently a large proportion of the 
vehicle fleet was sold towards the end of the-year showing the 
book profit in question. À note to the accounts states that vehicles 
bought under the new policy are being depreciated over four 
years instead of three as previously applied. 

Group profits in the past year rose 62 per cent to Juss 5,000, 
and anxieties over financing the high rate 'of subscriber grówth 
made possible by removal of credit restrictions have been 
relieved. No corporation tax falls to be charged on the profit, 
and there is no transfer to tax.equalization account which stands 
at £1,810,000. At the end of the financial year the company was 
carrying forward no less than frrr million of unused tax 


` allowances on capital expenditure and taking anticipated levels 


of spending into-account, corporation tax will not, under present 
legislation, be payable for many years. The board’s view ts that 
‘a transfer to the tax equalization account is neither necessary 
nor can reasonably P justified". 
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HERE seéms now to bé a dis us RUNE Oe 
` even the most fervent of stock-market supporters that the 
` autumn expansion in the ecohomy. and the autumn renewal of 
^ boom Conditions in equities are not.going to take place. There 


máy“not be a slump ds an alternative but merely a shallow ' 


recession and that may be regarded as some consolation. ` 

- The test of a basically firm market is that buyers come.in on, 
any setback. There have been few buyers attracted to the market 
.'under.current conditions except for the ridiculous rise of ten 
- poiñts' when ICI's SES were not\as low as they were ex- 
pected to be. 


Those who translated ‘the ICI figures into terms of being : 
“even better than expected’ were having a final optimistic fling. | 


VICES -half-year net earnings are still. £20 million. down on the 
. "first half of last year and the board reports margins still under 


considerable pressure. Granted the second half of last year was , 


poor, but is the DECORE half of this going to be at least 4,20 
million better? 


‘As the market moves into the seasonal period of. economic 
andi currency debate there is going to be more attention than | 


ever directed.to the present inflationary course of the British 
economy. The TUC.has apparently come out on the side of 
co-operation with the Government provided the Government 


. does not govern, but that is typical of the stance-taking attitudes l 


that come out of the present situation. 
=: a * ` * 


Ts Bank of England's Quarterly Bulletin baked orbe 
more than the blatantly obvious on the question of inflation 


but here was an obvious matter of the author being more im- . 


, portant than the words. The Bank of England's words may also 
have assumed even more importance for having carried a 
Monday embargo, and all contributions to early newspaper copy 
over the weekend are gratefully received. The Bulletzn's com- 


ment that. ‘the: highest priority must be given in all. aspects. 


. Bank Rate 


- Mar. 21, 1968 — 74%" April is, 1970 7%: 
Sept. 19, 1968 2% Aprili, 1971 6% 
Feb. 27, 1969 .8% «Sept. 2, 1971 5% 
Mar. 5, 1970 74% . June 22, 1972 6% 
l ` : Treasury Bills 
July 7 I E ee £5°4850%_ . 'Aug.11- £57687% 
July 14: .. --.£5'4184 Aug. 18 57702 % 
July 21 ps .. £57457% Aug, 25 — £58260% 
July 28,  .. -» £57044% Sept .. £5°8872% - 
Aug.4.- - £5°7845% Sept. 8 e. £63427% 
SS Money Rates' 
Day today .. . .. 54-54% Bank Bills Ë 
7 days . .. .. 561% 2.months 71—71% 
Fine Trade Bills ` ` ^ 3 months cc. 74-74% 
3 months js : -9 % 4months^ ... 74-74% 
4 months”... 8 -9.95 , 6 months: T 4a -84% 
6 months .. .. 82-08% . 
| Three Months’ Rates 
. Dod authority deposits _ ..- 74-74 
` ' Local authority bonds soc. Gär 
Sterling deposit. certificates ee 7475 
Euro-sterling deposits la. 1.48 CA 
: Euro-dollar deposits .. E 584-54 š 
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There was even a call for the question of mortgage rates to be 
. put to the Monopolies Commission, - | 
Before that'point is seriously considered the question of bank 


raise rates. What is more, building society freedom would 


i. < . RATES AND PRICES 
; ' “Closing Prices, pueda, pepttmoer r2th, I972 | 
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of police to the reduction in the rate of inflation’ is hardly 


revolutionary since it is reasonable to suppose that despite its 
failure in this respect. to date the. Government itself must 
appreciate the point. Similarly, the Bank's view that there is a 
“great danger” of prices rising steeply if wage increases accelerate 
again is not a completely new line of thought. More to the 


. point probably is thé National Economic Development Office's 


view that unemployment will rise to well above the million 


mark if wage increases continue at the present rate. There are, of 


course, people who consider that pressing wages to the point 
where over a million are out-of work is acceptable ei in the 
process, the Government is forced out of office. 


M * d | *' 
HE Building Societies Association’s recommendation on 


interest rates proved to be seed sown on extremely, well- 
prepared ground — prepared by the previous month’s holding 


decision and the ‘thinking.aloud’ that followed, It is remarkable ` 


how short memory can be when interest rates are raised. That 
the mortgage rate is now back to where it was at a time when 
building societies were lending perfectly adequately without. 
any undue ‘rationing was conveniently overlooked by those 
who considered the 8% per cent mortgage rate ‘disgraceful’. 


deposit rates under so-called banking 'freedom' might be con- 
sidered as well. Since the ending of the- banking agreement on 
deposit rates the new base rates have moved entirely in concert 
and have also moved upwards. It is fair to assume that under 
building society 'freedom', interest rates would'go up rather 
than down. Competition tó attract money would itself 


inevitably lead to leading societies paying and EE identical 
rates. 
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Finance House Base Rate — September: Ist, 1972. 8% 
Retail Price Index G:6. 1.62 — 100) 163 7 (from 162-6, 16. 6. 72) 


Tax Reserve Certificates (3.1. 72) Personal 38% " 
' (Company certificates no longer on offer)  ' ta 


id [ 


Foreign Exchanges 


' New York 24463 Frankfurt .. 78075 
Montreal 2:4065 Milan 1421:87 
“Amsterdam - 7:8937 Oslo ' 160375 
Brussels 107'44. Paris S 122400 
Copenhagen 16:8875 Zürich 9'2470 

Gilt-edged Lom 

Console 4257 a 402 Savings 3% 65-75  .. 88 
Consols 22% ^... 25i Treasury 9% 1994 952 
Conversion 3$ 5 . .. 35i Treasury 81% 87-90 .. 9oi 
Conversion Lë 1974 .. 96% Treasury 64% 1976 .. 92% 
Funding 34% 99-04 _ ... 43 Treasury 347% 77-80 .. 74i 
, .Funding 4% 60-90 .. oof, " . Treasury 34 S ars .. 773i 
Funding 51% 78-80  .. 824 Treasury 5% 86-89 .. 65% 

. Funding 54 di 82-84  .. 79i Treasury 54 2 SC .. 584 
‘Funding 54% 87-91  .. ‘ot ' Treasury 2 25+ 
‘Funding-6% 1993 >`.. 694 | Victory 4% 981 

i , Funding 63% 85-87  .. 82 . War Loan 3h i qu 
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Slowing Down 
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N the previous article we said that a three-week stock exchange- 


account embracing a bank holiday was traditionally a quiet 


ime.for stock-markets. So it proved to be in the account ended : 


September ist. During the account the Financial Times Govern- 
nent Securities index fell from 72-78 to 72°03 and the Financial 
limes Industrial Ordinary share index from 522-8 to ‘516-4. 
Sentiment was adversely affected by fears of a more stringent 
vages/prices policy following the warning on August 31st 
rom the National Institute of. Economic and Social Research. 
The new account starting September 4th coincided with the 
tart of the Labour Party Conference at Brighton — never an 
ncouragement to the market — and by September 12th, the 
sovernment Securities index had receded to 71:52 and the 
industrial Ordinary share index to 496-4. Sentiment was still 
'eflecting uncertainties about the short-term economic prospects 
n the light of wage inflation and possible labour troubles, but 
nore particularly the Bank of England's call for an all-out drive 
igainst inflation. An all- out drive against inflation is precisely 
what is needed. It is uncertainty as to the form it will take 
which has given the market the jitters. ` 
Below we give our selections of fixed interest investments: 


Corporation Loans | 


` ER - On re- . 7972 
Price Yield Ee Low 
-iverpool 93 per cent 1980-84 1053 9:52: 929 1123 1023 
-iverpool 53 per cent 1971-75 90 6:11 (9:37 -973 89 
Middlesex 61. per cent 1975- ; WË 
77 873 - 7:24: 9-69 992 . 873 
_CC 63 per cent 1988-90... 7/3: 878 948 97i 882 


Fixed interesi Stocks (Industrial, Commercial) 
311C 73 per ‘cent debenture i 


1990-95 .. ' .. ^... 833 95 ^ — 95 81. 
distillers 71 per cent bari : S I 
Stock1988-93 .' .... 78 94 . —: 90$ 75 
Coats Patons 7% per cent e 
Loan Stock 1990-95 .. 78 10-0 — 84 75 
Reed International 73 per cent 2e ut Che. 7 
- Loan Stock 1996-2001 .. ' 74 


-10:0 — ` 89 . 74 


Ordinary shares 


Writing in the Financial Times for Gestenibas 7th, ‘Lex’ said 
that the continuing fall in equities that week would.be seen. by 


the growing number who felt “that the fun. was over? as a justi- ` 


fication of their view. It would also have. ; guided the gaze in a 
downward direction and persuaded some of the more nimble 
fund managers that better buying opportunities would be offered 
significantly lower. When it' became. apparent that this would 
not be so, they would be tempted in again, but in any case the 
game in equities now was switching from the white into the 
grey areas of Oe market. That very day there was a 9:2 rise 
in the Industrial Ordinary share index, but obyiously too much 
cannot be read into one day's performance. Yet a rise in-Imperial 
Chemical Industries' profits after a lóng series of declines, should 
clearly be more than a one-day tonic for the market. Of the 
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t 


"E A. : 
Ordinary Shares referred to in The. Accountant for August 31st, 
First National Finance Corporation and Amalgamated Investment 
and Property both rose sharply between the date of writing the 


articlè and the date’ of publication, but they, together with, 
Mercury. Securities and GEC are now all lower, due to the 


warning from the National Institute of Economic’ and Social 
Research and more recently the, Bank of England’s warning on 
inflation. One effect ‘of capital gains tax is that it makes | 
for more stable markets, since, it needs a Tall of about 4op to. 
make it worth while to sell and buy. back later, added to which 
is the capital gains tax itself. However, it may be.that a shift of 
emphasis i is now taking place and that interest will, temporarily, 
be deflected from property and financials into stores, textiles.and - 
engineering. If this proves to be so, it will be no new thing, yet 
the special position of property ‘shares as a hedgé against: 
inflation is not likely to be overlooked for long. We make.the 
following selections on the basis that profits may be expected ' - 
to rise even if share prices fall, and that readers should bear" 
very carefully in mind at this juncture the importance of timing... 
a purchase correctly — always a a difficult thing to achieve. 


PIE ^ . 1972 
I . Price Yield ratio . High Low 
Sears Holdings 25p 'A'shares 154 | 32 21:0 1933 128% 
Grand Metropolitan Hotels EN 
50p shares ` E ,. 218 1:6 15:22 275 200. 
Reckitt & Colman 50p shares 345 2-8 21:5 373 270°, ' 
BIC 50p shares ve 187 4-2 17.6 218 169 


Sears Holdings. ' "This company has some 2,000 footwear 
shops, large interests in the manufacture of hosiery machinery 
and in jewellery, departmental stores such 'as Lewis's and 
Selfridges, the William Hill chain -of betting shops and motor - 
vehicle sales and service. Profits in recent years have been rising , 


sharply and there have been a number of scrip issues. The > 
shares are emerging as an excellent growth stock, but one which is - 


still reasonably priced. The company is very expertly managed 
and the shares should prove a rewarding investment over a 
period of years. Good profits are forecast for the current year. 
' Grand Metropolitan Hotels, This is a large company and one 
which is also extremely successful and growth ‘orientated. It . 
owns hotels in Britain and abroad and numerous restaurants: 


Subsidiaries import and distribute wines and spirits and engage A 


in industrial catering. Recent acquisitions include Express 


` Dairy, Berni Inns, Mecca and Truman Hanbury and’ Buxton. 


More recently the company has acquired control of brewers | 
Watney Mann. Excluding Watney Mann, current year trading i is ` 


ahead of last year and the shares are a good buy for surtax f 


ayers. . 

i Reckitt & Colne: The GE activities of this group a are. 
the manufacture and sale of food, wine, soft-drinks, household - 
products, toiletries, pharmaceutical and industrial products. 
The ten-year record is good, sales and profits have about doubled 


and there are substantial reserves compared ‘withthe share ~ 


capital. Last year’s profits were markedly good and prospects for 
the current year are very favourable: The shares are a very. safe 
industrial investment. , 

BIIC. This company is oné of the "world's largest makers 


of cables and wires, teleconimunication equipment and capa. ` ` 
citors. General. Cable of. USA now owns 20 Der cent of the . 


equity capital, while BIIC owns 20-per cent of General Cable. 


The dividend. record Ze one. of first-class security though the ü 


same rate of 13:1 was paid for each of the years 1965.to 1969. 


For 1970, however, it was raised to 14-per cent and for 1971 to- 


15% per cent. For 1971, pre-tax profits were boosted by 26 per 
cent and the chairman is confident that profits should move. 
firmly ahead i in the current year. As the current year's results - . 


- are.some way off it may possibly. be that the shares can be ob- 


tained a little er by waiting a while; but they are certainly: 
shates to watch. | 
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- mm; - Mr Grinyer’ s article of August/3 Ist EE out several 


| salient points on this contentious exposure draft. These have 


', stimulated some further thoughts. | 

, First, this exposure; draft is dealing with a . really practical. 
“problem, one concerned with decision figures as well as with 
‘methods of presentation. It brings inquestions of EE 


A competence, not just accepted practices. ` . 
It seems to me to be significant that the matching of total . 


“costs toiincome is recorded as early as 1318-1330. This was 
somewhat before the’birth of Chaucer, and the Black Prince 
was yet to win his spurs. One of Chaucer's biographers remarks 


that it was a criminal offence to engage. in competitive pricing - 


between the guilds, which were. the form of HUNE then 
- operating. So 

Since the merchant idad the operations and bought 
out not: only the raw materials, but also the labour for each 
stage of production — which was supplied by associations within 


. the guilds — all his costs were what are now called variable 
costs. One can also imagine that “cost-plus” pricing was the rule. ` 


In these circumstances no present-day advocate: of marginal 

‘costing would argue with matching all those costs with income. 
There must have been some ‘industries even: then where 

such an exercise would have been very difficult, if not impossible. ` 


Possibly there were no. books to keep i in thé case of ‘husbandry: 


‘and animal raising — or indeed, anyone to write in them. 
Today, when joint products and fierce competition are common- 


` place, the, problems are much greater. What benefit is there in” 


allocating the overheads of a farm to the rear, hindquarters of 


a piglet in the cold store — or those of a huge industrial empire ' 


«to, say, an oil-cracker in Britain with eight joint products whose 


market prices are set by the European chemical industry without: 


reference to costs at all? On the other hand, what is wrong with 
simply telling the shareholders what the directors do? 
| As Mr Grinyer rightly points out, the error lies i in trying to 


make one figure serve many purposes. - à 
The next point which his article EE at length i is the ` 


drafting~sub-committee’s avoidance of the most up-to-date 


methods of costing. The problems associated with calculating: 


fixed and variable costs are entirely due, in my | humble opinion, 


to sloppy^definitions. First, most text-books and articles which, 
deal with the subject theoretically, use total {ooo figures in their ` 


-illustrations.. In practice, management accountants use £hanit 


^-^ figures simply: because they have 1 no time to try to recalculate 


Ze 


total figures. * 
A practice has ` grown up of using ‘the te term ‘variable cost’ for 


ok total cash figures and unit costs, ‘The first is correct, as the - 


cash. figure: changes with volume. The second is incorrect, as 


the unit figure is meant for use as a mathematical constant.. 


..Hence it would be preferable to distinguish the two. The unit 


-. figures might be called. a ‘constant cost’; the use of the term ` 


‘fixed cost’ for either total or unit figures i is completely. mis- 
- leading, as they are changing all the time. 


In addition, the constant costs - change because of new ses ; 


or production processes, but.it is wrong to lump together all 


“these charges and say that all the costs are variable, This: 
-muddles the factors together, C Other, loose thinking is to infer that ^ | 


i 
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L... run cósts do not change quickly but will somehow reduce, 

whilst unit income: will rise to absorb overheads at some: un- 

specified. future date. This isa nonsense. j 
There is also à false assumption built into the matching 


o concept, as -propounded . in, the draft, that ‘income follows 


automatically and in proportion to total costs per unit. It is 
technically wrong and commercially. «dangerous to use this 
concept for. decision making or to deduct anything more from 


_ income per unit than those costs which change proportionately ` 
. with volume. If cost changes which are disproportionate to 


volume changes are treated as proportionate per unit then all 
comparisons based on them will be in error. 


Both management and financial accounts are deficient in. 


, many companies. Few internal systems present figures to 


boards in terms of. more than two dimensions — volume and 
-either unit costs or total spending. The few advanced ones 
bring i in both types of monetary values and the further dimen- ` 
sion of time. If time-periods and resources are defined first, 
there is no difficulty in calculating which costs can be treated as. 
constants and which must be treated i in total only. (the resource 
costs, rather than ‘fixed’ costs). ^ 

"The third point made by Mr Grinyer which I should like to 
expand is that of the assumption that uniformity of valuation 
method equals comparability. This is nonsense! Not only would 
the respective levels of activity have to be the same for the 
companies being compared, as he states, but the proportions 
of sales to stock, the mix of all other products made, their 
proportions of sale to stock, the mechanical processes used and 
the managerial organizations employed would all have.to be 
similar. Since some companies have.an enormous range of 
«these factors within their own organization, it is wishful thinking 
‘to imagine that two: different companies will produce results 
which are. more comparable because of ED6. - 

The. proposed rules are harmless enough if managements are 
honest and. no wide «variátions in trading conditions occur. - 
Since the opposite conditions are the ones which cause public 
disquiet, failure under them, means that the method is not a 
` general one.’ . 

I have suggésted dise [ Accountancy, August 1972] that 
it might be better to use two values in balance sheets.— current 
constant costs per unit in the accounts which would give the’ 
‘correct decision figures and reduce taxation earlier "and the 
expected contribution as a memorandum figure which should 
meet the. prudence criterion. Whilst the probability is about go 
‘per cent that the constant cost approach would always be ` 
‘better than ‘the total cost approach, the probability that the 
. dual value approach js equal to or better than us cost is 
100 per cent. `, 

If this is-too daring an “approach for a pesa It might . 
be better to settle for full disclosure and possibly éxplore the 
case for treating taxation on a purely: cash. basis. 

A further important point worth discussing, I. believe, is the 
make-up of the, bodies drafting the exposure documents. We - 
should know who is saying what, as well as counting the votes. 


' All change begins as a minority opinion. Are the backers of the ` 


constant cost approach the ones ‘using the most advanced 
techniques? This is surely significant. : 


L have no doubt that the Institutes’ members serving-on e 
many sub-committees are highly. thought of but they are likely 
to be representative of types. of occupation, rather ‘than the. 
country’s top. specialists “in each particular subject. . Would 
there not. be a case-for the creation of a specialists’ register on. 
which members would record their practical expertise in depth 


. in any particular subject, however small? It seems to me that we 


have, at the moment, a drafting group or groups, which con- 
stitute a representative section of accountants in various oCcupa-. 
‘tions who prepare. papers on which the bodies at large and 
individual ‘experts then comment. his leads to the inclusion 1 in 
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pera ane cu SES h Eue S . ] 
3 he: dates: Of ‘methods. which are. „noti ‘the’ most’ vince ai ES "iie ‘teachers’. are et. iini. ether ‘than’ SE he? 
«principle, ds well äs problems of practical application, ~; a WE “articled ‘clerks will need to know. Zhe foundation‘ course which . * 
+ «Would; iť not:be an improvement to: constitute drafting.t teams © "includes; both « economics; ‘and statistics amply. demonstrates this. - : ^ 
| who are applying (riot: researching in). methods on the borders of.. `: Both: economics; ‘and. ‘statistics, far: from being. helpful, are in: 
knowledge? The ‘general membership. could then both comment: ‘fact’ misleading. subjects for; studet? accountants’ to learn. The. x 
on. their "practical: application ‘elsewhere and. ‘simultaneously. ` ‘economists have given. up: ‘defending their. theoretical: postures Ke 


bring ‘themselves up "o. date. It. would: not be necessary: for. CN sand statistical sampling is mathematically: fallacious. `" Ep b 
firm to. disclose: all its professional or -commercial E — UU Now shall put forward constructive ‘proposals; The founda- x 
+ just enough fips, to keep. the, ] British: ahead! ` pa TA DOM "tion ¡course should include as much costing: as possible, so. that. E 
E Ee KS Yours Aaithfally;-. E » xs Sur T tat least. students: “will know thé usual constituent: items. ‘Of. work” LG E 


im, progress. "The. old “General: ‘Financial . Knowledge’ paper x 


"Boden; Chair: c UT. E HEYWOOD, : us As D dE M. A ,, should. be brought. back; and, there: ‘should be optional. papers. in: 


5 SAU e ee ai Wu 
e id x ro * ui. na SS Pu ET EE EE Se Ke a ooh oS a actuarial studies? ‘public: finance* and business; organization. + Z : 
M OA s a k CY SE ie v ce ee ` Elemients of. Financial Decisions: savours of: pure, theory, and}. 2 
“Qualified. ‘Accountants - Se eee SC EE ` should; be-allowed:to fall- into- abeyance. ` SSC EN E tvi 
e UC ITE -One vital: ingredient. of añy training coursé: "for accountants,” A 
WEE = AT 'endors se the Gofnihents. “made: ke your: corr rrespóndent, : ds that. the, lecturers, if not accquntarits themselves, should: havea” 
Mr; DR ‘Long. (August; gist, issue) but. atthe ,same time ts + very. clear’ idea.ds" to what the’ accountant’ 3. viewpoint sis. Am zx S y 
¿would be-the Geet Go adiit. that ‘ours is a: minor ity viewpoint. ' ` body. who. Has had, to listen to a barrister. giving, an involved am 


rod “Iti Ze clear: to. those who, have- experiériced the: rigours, of the: | legal explanation. oñ-the double entry recording: of a-transactionz; Mn 
- examinations “of: “The Institute of. Chartered Secretaries: and: will understand. this: ‘point. Itis smy, experience. that, students", V 
‘Administrators, that. “success qualifies : one as an - accountant. d Who: Start. off: 'as. "economists, lawyers, engineers: ‘or statisticians 
Indeed; whilst: using. only the- syllabus: "oi the CIS; 1. ‘myself . ` “very rapidly: adopt: the-accountant's s. in: spite of. pres. 


f 


passed every “part of: the’ exainination “of The' Institute of Cost: : "vious, ‘training in other Miu u EN jar m ne o y un 
` and Management Accountants) °° Vol! s Du SC x ica a "Yours faithfilly Lu de š 

^ However those. who. are not cháitered sëëretaties Wéi "oer pe Behe e ee ols EE y. EM | SC 
"really realize: thé- significance òf- the’ qualification.” MT. F... ` London Was bot a WE L. GRIPE ITHS.” ü 
“Phillips has. sought to remedy this situation by stating: just this." | E vt Ms x" SCH lm xs. X de e CN 
` What he suggested in liis article (August roth) is.that the content’ ie T IT E e e o X-— n 
“and standard of subjects: commori to ‘the’ examinations: “OF the ` Too Old át 537. e: En En Ee e E E 
- miajo ES 

jor accountancy bodies.are also common. comp julsorily i v the; Sm! - I hive been. Verb at thie South West London College: aa 


Vchattered ` Secretary : qualification.. If ‘qualified accountant’ is. 
-defined otherwise, not all EECH a ean. be. 
: "thus described: DEC ELM ae Y ; 
“In response tó the coment by your corrésporident, Mr b: c. : 
` Gest (August 24th. issue), that: áccountants, would” “not call. 
^ themselves. secretaries, it'is a fact-that many. accountants ` — and ` 
* their’ employers, — do. His also a ` fact ` ‘that. many chartéred ' 
: secretariés aré. employed.’ ás accountants. "In the final ‘analysis,. `: 
however; an ‘accountant ‘is ‘as qualified; as his practical. ability, ` 
` Whether Or. Dot such. ability i is Keis by: E formal qualifi- 


(for á full-time course iñ ‘A’ level subjects: However; being" 53i. 
. but not. rich and unable to ‘obtain a grant.from the Inner ` 
` Londori Education. Authority, it is not likely that, I will start the: ; 
course: r We 
Yet j in this time: of \inprecedented change i in,all E of dur. 
lives,. one would have thought that positive help would be BRE 
to help older people. weather this change... , .. p' 4 E Gest d 
Perhaps a percentage of the profits made from Gontainécization | dus 
: mergers and automation should be devoted to this end. Many; ^ x 


"dockers, miners and . railwaymen. might relish the. chance: of: *; 
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sir, 2 "Thé: first- reaction `of many. of us fo the resolution on, ~ Ix E 2 e ^ m E A DE T D e 3 

I training fof articled. clerks - :to;be put to ‘the: spécial: meeting of `` “Student Howlers.. UEYY E ES Se REM not 

‘the English’ Institute . On September’ 27th would be “to” let `: ; LM s CL SEN 


future articled: clerks stéw-in their own; juice. However, it, is Sm, T “Mentor” d Ieper? ‘in your’ ‘isstie "of September: ‘th quotes +: D 
- quite apparent that. these Proposals. are dangerously miscon- "po" Student howlers . Chat sháre'the ‘theme: ‘of ¿matrimony: 77 
¿ceived, , : Dp X I puc . Perhaps. there. is: something’ about. `the conjugal state: that pre 
Tn all. the Explañatory notes, "dete i 18 not a single réfetence® to: ` Vokes ‘students to'be: ‘particularly’ inept. ae on 
"the most effective.form of tuition for the accountancy: profession ` cA ‘small group of students were. instructed to: ‘advise the widow < 

A + ‘hainely, the correspondéricé course. Instead, the Institute has ; “of: a, man: who’ bad: ‘récently died. intestate. Thé: answers; most! öf 
been. pérsuaded by a “number of só-called éducàtional interésts : e which", Were, of high: value as. "entertaitimént,- included: shed 


MEM Amm 


"that, for “chartered accountants’ to’ become: ;iespectablé;: their r, following: uoc pucr. ui uM EN IN D ipo 
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` «training: must. -become moré institutionalized? IDA ee The: surviving/spouse (being yourself} can “have. the personal: ES ü 

"No case: whatsoever has been made. to. ow that” articled. : D b “Ehattels* ‘also: t £877: 50 in “cash;’ but. unfortunately. i the.déceased.- ^. .- 

' clerks will learn more from the, various: ‘establishments. listed 3 in. i, did. ve pon d SE of saat ‘Or: E can. E E housé ` = 

thé scliedule to the draft: regulations (page 44 ofthe agenda). thàñ ite ut: as the bouge, is only worth; £56,560 I advise you... A: — 
“they would: undér the existing system. The; Prospect of hordes of! hy ds ihe bur aif ‘The rest ofthe deceased is: Y s two s e 

~ articled :clerks being compelled-to attend. these, Warious, “estaba; ves,and:one "half. góes' into ‘your. own estité-and the otber 
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Student. 


iur. “Roundabout - 


BUSINESS GAME is 


he 


 ACASS has announced that the Business 


- Game will'be held: from January 11th to 
` 13th at York University, where there will 
be access. to an ICL computer. Full 
details will be sent out shortly to all 
societies urging them to send teams of 
between five and six persons. 


CERTIFIED ACCOUNTANTS’ 
_, PRE-EXAM COURSES 

, Å SERIES of intensive oral tuition courses 

~ at‘ polytechnics and colleges of further 
-¿- education for students of The Association 
- 'of Certified Accountants commences next 
month. ‘The courses, which are designed 
“to. improve prospects of ‘passing the 

e December exams’, will be: held at the 
` following colleges: Farnborough, Hud- 
.. dersfield, London (East Ham, Downham 
. and Garratt Lane), Maidstone, Salford, 


Slough, Watford and Wednesbury. All of. 


" these will be one-week courses, but in 
I addition two-week courses will be held at 


the City of London Polytechnic ind the 


-. West London Collége. 
Students . attending ` courses outside 


e 


^ their own.local education authority are 
^ reminded that permission ‘must be ob. ' 


` tained from their own education authority. 
“The facilities are not open to the students 
. attending full-time .courses. 
¿+ ticulars of the courses are available from 
.", "the offices of the Association; 22 Bedford 
ae SE EES WEE 3HS.. SE 
Dë 0. DAY COURSE ; AT 
E HUDDERSFIELD’ 
CAPITAL . gains . tax, 
^ accounts, published accounts and cor- 
poration tax are. just some of the .sub- 
^ jects which will be dealt with by, Mr 
PAS. = Moar, F.c:a.,, and Mr rs 


Full -par-. 


interpretation . ‘of 


R.. 


Swinnerton, ACA., both of Foulks 
Lynch, at a two-day course for members 
of the Huddersfield CASS to be held on 


September 21st and, 22nd at Hudders-' 


field Polytechnic. ` 
The course will! EE be of 
considerable benefit to members and the 
Society's committee would appreciate 
the support of principals in allowing-their 
articled clerks to attend. Other account- 


‘ancy. students in the area may also take 
advantage of the opportunity for the 


modest fee of sop. Further details from ` 
Roger Kenworthy, telephone - ‘Hudders- 


ne 21433. 


Disco 


The. Society is holding a disco on attire | 


day, September 23rd. at the Masonic 


. Hall, Huddersfield. Dancing will be to. 
"The Throb 11 and, as usual with such ' 


events put on by the Society,. those 
attending can be gudranteed value for 


money. Tickets, price 40p, are available ` 
from the «secretary, Keith’ Wylie, c/o. 


Messrs Wheawill & Sudworth; 35 West- 
gate, Huddersfield, telephone 23691, ¿Or 
any committee member. š 


AMBITIOUS PROGRAMME 
“FOR SW ESSEX GROUP ` 


THE committee of the South, West Essex: 


Group of the London CASS have given 
a great deal of time and energy to. 


planning their 1972~73 session of meet- ` 


ings. ‘The first of these takes place. on 


Wednesday, September 20th, when Mr: 
N. Stein, F.C.A., A.T.LI., 


`of the London 
School of Accountancy, ‘will be speaking 


“on “The auditor. and internal control’. 
Other . meetings -planned include such, ` 


topics-as value added tax, and.income tax 
and surtax ~ degen Ee 


` N 


e 


- 
- 


we 


An medis yill KS held in; the 
clubroom, The Angel Hotel, 109 High: 
en Ilford, Essex, commencing at 

p-m.. Free light refreshments will 
available from 6 p.m. No students 
working or living in the area can com- 
plain that the Group has an ineffective 

committee and should thereforè support 


it by attending as many of the meetings - 


as Poses: 


` ` 


, ` GUILDFORD FIRMS’ 
. REPRESENTATIVES’ MEETING 


Sow useful comments for planning the 


'futuré course of the recently formed: 


. Guildford Branch of the South Eastern 
CASS ‘arose at a Branch meeting 
between firms! representatives and 
Captain T. V., Stopford, R.N., liaison 
officer, F oulks. Lynch. | 


Mr B. W. Ireland, F.C.A., chaired the - 
~ meeting and introduced Captain Stopford . 


who described his job as putting a face 
on an otherwise impersonal organization: 
by discussing. with members of student 
‘societies their study problems. To meet 


the needs of the many students who. 


. welcome oral.tuition linked to their home 
studies, he said that-as a result,of a meet- 
ing between. the Institute and Foulks 


Lynch many polytechnics and technical. 


collegés throughout the country were now 
engaged in. providing linked oral tuition. 
A comprehensive list appeared under 
‘Roundabout’ of July 27th. . 


The. .scheme had, said: Captain 


‘Stopford, ‘many variations due to various . 


college facilities: and student interests. 
For éxample, Sheffield students attérided 


their -polytechnic two’ evenings a’ week 


. where they paid the college fee and- the 
Foulks Lynch fee, less 74 per cent. Hull 


students purchase’ a ‘reader’ course from 


Foulks Lynch at a 20 per cent reduction. 
It was evident- from the talk that the 
firms’ representatives: 
of their ability to present a good.case for 
‘the Guildford Technical : College ,to 
' introduce linked courses. Details of thé 
..Qutcome of the cómmittee's negotiations 
will be. announced under ‘Roundabout’. 

- The meeting concluded with some 
observations about slow. marking of 
exam papers and the need for examiners 
to. indicate the more . important points 
requiring study and revision. Captain 


“Stopford promised to see what could be, : 


done to meet these criticisms. 
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Studeñt Society Problems ` 


Sir; — There are over 1,000 firms i in ere 
London CASS catchment area. To have ' 
one representative articled ‘clerk in every 
“firm has been the cherished’ dream of the 
Firms’ Representative Sub-Committee’ of 
the Society since its inception. The present : 


. number ‘is 172, and they include senior : 


- qualified men'as well as articled clerks. 


In two and a half years.of existence, ‘this , 
‘is not a satisfactory situation and, we. in :. 
“London are fully aware of it. We are, 
however, not exclusively: résponsible for: p 


- 


. the, selection of representatives. Originally;. ` 
an-announcement wás. made in our “Green 
Dages", and ` names, of: those" willing’ to 
` serve `aš. firms’ representatives were sent 
“in by the firms, Unfortunately they were. 
also ahosen by the firms in many. Instances 
‘and were neither interestéd in serving nor 
. independent enough ' to serve efféctively. 
There ‘has been án improvement. ‘since 
then, and. the nucleus of keen representa- 
tives is. increasing hourly, ‘but’ how‘ to 
increase the numbers through the firms 
' without representatives 1s ‘causing most 
heart ‘searching. If Michael / J: Fallows \: 
(Roundabout, September 7th), knows: 
. the answer to this, I am sure we will listen 
with bated breath. - 
It appears to be “tradition of long stand- 
- ing with Birmingham CASS to try to 
i provoke the London CASS. into: violerit , . 
action (witness the fiasco over the ACASS 
. levy, of blessed memory), ór maybe Mr 
- Fallows enjoys teaching his grandmother. 


. to suck eggs, but we also liaise with: “groups ` 


of : representatives on a’ regular basis. 
‘Committee members not. only have to. 


' firid time to telephone their re resentatives ;'. š 
a A contributed E aE 


at least once every ‘two months’ (has, Mr. 


Fallows ever tried contacting representa- ` 


tives? If he has, he will know that they 
` are either unavailable, on study leave, on: 


telephone call), but, also to write reports | 
on them and récommend their replacement. 
“if they are unequal to:their task. ES 
|. As for apàthy, every committee has ` 

bad members as well as good. Birmingham, : 
“I feel; sure, is no exception. However’. 
energetic ‘and inspired the cómmittee ‘18, 
. if the members look at one with. that half 
contemptuous and half disgusted look so. 
"many of them show when meeting': 
'.committee members, no amount of energy 
> has any hope of: bringing SUCCESS. 

. Apathy -there is and apathy, there will ` 
be "until students’ societies, especially in 
| London, ` where-so many rival attractions . 
exist, can achieve two objects. First, ro: 

ond a role which can satisfy the needs of 


FOR C.A. 


< 


EX. N M - pp iat, Costing, G.C.E., Law, Local Govt., Marketing, 
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ACCOUNTANT = 


“even De fnost UR "articled. cletk: at: d “score. ‘down ‘to: "m iud Giles Parker and ` 


e part_of. thé :time.: Second,, to make ` 


' contact with the ärticled ‘clerk as close to. 
his ‘signing aiticles as possible, preferably: 


. before, to give him practical advice about ; 
his period in-articles, and to inform. him - 


"about the society's role before apathy sets : 
‘in. I would ask whether. Birmingham 
* CASS is trying. to do this. 


“Yours faithfully,” 
RODERICK: SHIRE, A.c. A, 


he e 


y H 


- BIRMINGHAM: S SIX-A- -SIDE 
. CRICKET COMPETITION: 


"fur Birmingham : CASS. recently held 2 
` their annual six-a-side cricket competition `. 


‘for the D. E. T, Tanfield Trophy. Twelve 
firms entered’ this ` year, with- Harmood: 


' Banner winning the main competition. E 
In brilliant sunshine, and the ll 


facilities provided by the Old Silhillians 
"Association in -Solihull, the day-lookéd ` 


~ like ‘being, and was, a complete-success. ` 


"The holders of. the: trophy, Chalmers, 
Impey, were unable to defend their ` 


title and .so, there was even greater’ | 


Committee: EE London CASS. | 


competition to^see which team would . 


¡carry off the cup this year. In the. final, 
Harmood Banner played Singleton, | 


Fabian, . Derbyshire, the latter winning. ` 


the toss and electing: to bat. Accurate. - 


- Smith & Co eventually winning. 


bowling for an five overs M their, 


~ 


i Wd - 


ZA 


his team ‘easily passed the total. : 


.Mr.Gordon S. Major; T.D., B.COM., 


F.C.A., the. Society" s President, presented , 
the trophy to. the winñers and runners-up, , 
* and to the winners of the ‘plate’ competi- 


: tion, Arthur Young, Meri Nand Moores. 


es 


AIT took. four. series of Em to- decide ` 


. who were to become 1972 champions in the. ~ 


' Kirkman Five-a-side Football Cup: com- 
- petition. The ‘mammioth . -penalty-taking 


FOOTBALL AT SHEFFIELD E43 


,Session' was ‘the culmination of an Inter- >’ P. 


office tournament spread over thtée.even-: 
ings. Four léagues were played — the top 


_ two teams in'éach league going, on to the; 


quarter-finals, bg BG 
¡On the first, two evénings ` ‘there was 
- torrential rain ~ despite which, goals were | 


. numerous —but on the day of the finale," D 


fortune smiled and summer made one of. 
„its brief appearances: Ar. full time the ` 
Score. was. oo and then the peu i 
taking. started. , Each player in turn, 
including the. goalie, took a penalty. The .* 


lu 


MN 


scores were.3—3,-2-2, 3- 3 372, Aman, Sa 


e 
b 


"ei 


The play-off between the losing semi- ` 


finalists. was also decided on penalties, 


‘Kirkman, Manning & Kay winning 1-0 . 
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<> -Perversity 


audit, on holiday, but never in to one's ` 


ERVERSITY is, I think, the greatest 
of all graces. It gives life its variety 


: and people their charm. I find urbanity a 


, virtue, but, „perversely, .in- the early 
"morning when listening to Radio 4, I 
have found Robert Robinson's perpetual 
urbanity irritating. 

. Perversity is probably Gallic in origin. 
Who but,the French would find space in 
a car-body to accommodate a barrel of 
wine? 
` the engine, 


‘The Accounting Standards Steering . 


- Committee seems, to have this, virtue very 
_ much to the fore. It pours forth complex 
and. lengthy statements i on accounting. 


e" A 


And yet put the place for it next to. 


D 
- Se 


` y 


_ If you disbelieve me, read the Statement 
.: on Standard of Accounting Practice on 


earnings Der share, It is an object, lesson - 
in how to make a simple thing difficult. 

. The ASSC strives to make accounting ` 
more scientific. Perhaps it believes that ` 


` with accounting changing from recording ` 


,essentially practical.. 
appears to have overlooked a far more .''- 


to quantitative measurement EE, 


l has to be more.science-laden. 


Yet accountancy is not scientific, it is 


The ASSC 


"important element in its work. It con- 
cerns itself with "how' but never coñ-. ' 


- 


AN RRC HOME STUDY COURSE - -provides the- simplest answer. Backed by A3 years . 
of postal tuition experience and over: 220,000 passes, it assures your success in all the 
principal Accountancy exams, and also: in Banking, `Book-keeping, 


Ee is not the case here. 


siders ‘why’ 


The. ASSC seems to be. obsessed with 


the way in which measurements are made, - 
yet it ignores the choice of measurements. 


The: decline ‘of an institution is Ofen 


-accompanied be a preoccupation' uh 


style and a neglect of objectives. I hope”. 


ME 


Civil Service, Computer E 
Secretaryship, etc. x 


Free 100-page-book (without obligation) on application. to Careers Adviser, 


DEPT ABS TUITION HOUSE, LONDON SW19 4DS'. 


~? 


THE RAPID. RESULTS COLLEGE - 


01-947 2211 


pm by the Counell for the: Accreditation. of Correspondence Colleges i 


‘over Barber, Harrison & Platt. _ ` y 


also. ; 
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"PROFESSIONAL NOTICES 


X HACKER * RUBENS; Purus & YOUNG 
announce that from September ršt; 1972, 


a. --ME Robert “Courtney Smith, c. A has 


š ... 3: D - 
Ach ` . 
H E Mox s a \ 


F4 Ed 


& ç e. DN d ' 


THE e ^ "x 


“ACC JUNTANT ` 


E Na 


ae Se 


. been appointéd-a director ‘of Scottish 


- Ist. ` 


United Investors with effect. from October. 


“ "e 


Mi. Tom. Sutcliffe, A.C.M. Á., AC. LS., 


OË become managing director of W. H. . 


Dean.& Son of: Burnley, a member of the 


 Burco Dean group. He has been secretary 


of the group since 1968 and: was appointed. 


a director last year. : 


* Ba 


` 


`. the name of the firm. hàs been changed to ` 


"m 
el 


` HACKER YOUNG. ` 
HARTLEY, KEEN &- ‘Coy Chartered 
Accountants, of Southend- on-Sea; an- 


D 
i A 


. nounce that Mr E. W. HUGHES, A.C.A., 


^ was admitted into, 
x GE Ist, -1972. 

. * . HoocEWÉRF AND COMPANY of Luxem- 
fonus announce that- with effect from 


partnership on 


+ 


August rst, :1972, their address is 43:rué. 
' Goethe, Luxembourg. "Telephoné:: "3 28 


77. Telex: 204. ` 


NS PEAT, Marwick; MITCHELL & Go? 


- ^ announce that Messrs N. C. ENGLAND, 
F.CA., J. WHITE, F.C.&., and D^ W.. J. 


YOUNG, F.C.A., fave been admitted as - 


partners, in their London . office with 
, effect from October. ist, 1972. | 


d D 
f, . ide > 


ex _ APPOINTMENTS. 
Mr W.. S. Cox, FGA, ALLL, 


™ 


has 


. been appointed héad. ‘of. finance in ‘ad-. 


a dition :to, his „presènt. responsibility as 
| group ‘chief accountant of. J. Lyons & 
Co. 
jh - Mr’ Richard TF, KEE M.A.; LL.B., 
: E A., has been appointed group fihancial 
ú controller of Ransome Hoffman Pollard, 
responsible to the director of finance. He 
` was previously finance. director. of Central 
. Wagon Cos u A S 
Mr Norman Myerscough, É. SC., ACA., 
bas been appointed a ere of P. R. 
. Grimshawe ACD... row Ae n ox 
«Mr «Peter Scott; A.C. AN 


` appointed finance director of J. H 


. Vavasseur & Co. ` E = 


.EXTEL CAPITAL ISSUES ` 


"The. latest cumulativé supplement to d 
Extel Capital Issues — with prices adjusted, 
for «capital gains tax . brings the 1965-66 * 
to 1971272 volume up to July 31st, 1972. 
New information ‘in the supplement 
includes an index of’ corporations and 


| companies affected by additional informa-. ` 
tion covering. the fiscal years 1965 to 197a~ ^. '' 


and ail capitalization and rights issues, 
sub-divisions and consolidations effected" 
during the period aS óth to' July 31st, 
197. ó 
Being . compiled belor the Finánce 
Act 1972 received the Royal Assent, the 
supplement does, not include adjusted 


"April. 6th, 1965, prices for those invest- 
- "ment ánd unit trusts which, prior to . 


April: 6th, 1972, «issued a certificate 
apportioning.net capital gains. .. 
"Extel continues. to receive a large: 
number of i inquiries relating to the period 
prior to April 6th, 1965, and has warned ' 


Subscribers that -it may be necessary — - 


depending upon the‘amount of research, 
involved;- to introduce a charge for this 


^ service. Capital Issues is available on a 


subscription basis from `Extel Statistical 


. Services Ltd, SIA Paul Street; London 


EC2A 4PB. 


ew d 
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VAT TRIBUNALS . 
Statutory rules of procedure for. the 


.. hearing of appeals by Value Added "Dax 


Tribunals made -by the. Commissioners ` 
of Customs and Excise under Schedule 6 


of the Finance Act 1972 after consultation . 


with the Council on Tribunals, are dug ` 
to come into operation on October ‘rst. - 


‘The Value Added Tax Tribunals have ` 


been established to hear appeals- against. 


I Customs and Excise décisions relating to 


the tax. Procedure for bringing an appeal 


- will be set out in an explanatory leaflet - 


to be published by the President of VAT 
‘Tribunals, which will be available in 


FULLER’ PEISER & Co 


“CHARTERED SURVEYORS 
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| M from. /“Pribunáls and. ZE 
Customs: and Excise VAT offices. | 
The, rules -have been published as. 
Statutory. Instrument 1972 "No. 1344, 
available price 13p (by post :154p) from 
, Her Majesty's : Stationery Office . or 
through booksellers. +. ` I 
Addresses o£ tunas being set up 
initially ; are: o TE 


^17 North Audley Street . 
.. (4th Floor) f I 
.. London: wry: 2PX 2 ES 


m Midland Hotel”. ee S 
^ Whitla Street ` ` . 
. Belfast BTrs iS ` AR 
` 108. Portland Street - ` 
Manchester Mr: ART, 


"ep Bute Street `. ^ 
i ‘Cardiff CFr 6NH 


A4: Palmerston Place i MEN 
| Edinburgh EH:2 5BJ E 

' . | 44. Riéhardshaw Lane : 
„Pudsey, Leeds LS28 7QD- 
-Someršet House 


37 Temple Street a 
. Birmingham, B2' 5DU. GË 


JE 


E i 


a “NORTH LONDON š 
CHARTERED ACCOUNTANTS 


Chartered accountants ‘living. or working 
in the. North London area are invited to 
join the North London Chartered Ac- 
countants’ Group, whose 1972-73 pro- 
_gramme-‘opens on September zoth with. 
an address on "European accounting 
‘practices’ by Mr C. G. Sneath, F.c.a.; of 
Peat, Marwick, Mitchell & Co. P 
Meetings are held at approximate 
monthly ‘intervals. at. the; Torrington 
Arms, Lodge Lane, North- Finchley, at 
for 7.30 p.m., with refreshments . 


H SCH ts 
Uu available beforehand. Full details of the: 


. Group's activities are available from Mr 

A. L. Plumpton, F.C.A., Northway: House 

(sth floor), High Road, Whetstone, ` 
London N20 9LP' ( OI “445. 0242). 


ECONOMIC. SURVEYS. E 


Two further booklets in: the series of | 
"annual economic surveys of developments 
and próspects in member countries of the 
Organization for Economic Co-operation 

. and Development have: recently been 

. issued covering the Belgium-Luxembourg 
Economic Union: and Denmark. Se 
„of the booklets are: obtainable From 
ción price:35p each. `" i I 
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Knight 
Frank & 
Rutley 


Auctioneers and Surveyors 
Valuers of Industrial Properties 
| Y and Machinery 
ire Loss Assessors. 


30 Hanover Square, London wir oan Tel. 01-629 8171 
Edinburgh: 8 Charlotte Street, Edinburgh EH2 4DR Tel. 031-226 7147 
Hereford: 14 Broad Street, Hereford Tel. 0432 3087 





m I | For 
AUCTIONS and VALUATIONS 
. of | 


FACTORIES, PLANT and MACHINERY 


Henry Butcher & Co 
59/62 HIGH HOLBORN, LONDON WC1V GEG 
| Telephone 01-405 8411 


NORTHERN OFFICE: 33 SALTAIRE ROAD, SHIPLEY, YORKS BD18 3HH 
Telephone Shipley (STD 0274) 57444 





Wi 


The system of value added taxation recently introduced in many countries of Europe, and to be 
introduced in the United Kingdom on April 1st, 1973, represents a radical new concept in turnover 
tax law, crucially affecting not only every exporter, importer, producer and consumer in the countries 
concerned, but ALL who trade with those countries. : 





z GUIDES TO EUROPEAN TAXATION — VOLUME A 
VALUE ADDED 
TAXATION | 

| | e E regularly up-dated 


ü ` H k Eet I Jl b 
NW. "ow airmail 
! WET IES 
A. WK € Tase BE e ! 


ade - This new,. authoritative reference guide presents the most up to date, detailed, Somparative analysis yet published on the 
turnover tax on value added in Europe. 





TN * approximately 600 pages 
LS - 





> Pe loose-leaf 


* Each country-chapter follows..the -same .comprehensive COMMON OUTLINE facilitating, at a glance, comparison of the ` 
other countries covered. / 


* A separate chapter is also included, containing a comparative analysis of the system of tax on value added. 


Following a clear, easy reference layout, VALUE ADDED TAXATION. IN EUROPE is an invaluable source of accurate informa- 
tion of vital interest to businessmen with international interests, and international tax practitioners; accountants, bankers and brokers; - 


governmental departments; and university law libraries. ` 
Eight European countries have already adopted the new value added tax system: ` 
@ Belgium «o7. France i @ Luxembourg | @ Norway 
O Denmark . € West Germany @ The Netherlands @ Sweden 
- Five other countries are adopting this system in the near future: : 
@ Austria |" @ Finland @ United K ingdom 
e Eire (Irish Republic) e Italy 


VALUE ADDED TAXATION IN EUROPE is scheduled to include not only chapters on each of the countries which have already 
adopted the value added tax system, but also provisional chapters on the other countries. Since the publication of the initial release 
on December 31st, 1971, three niain chapters have already appeared, covering Belgium, The Netherlands, and Sweden. Provisional 
chapters covering Austria, Denmark; France, Irish Republic and the United Kingdom have also been released. Further releases will 
follow at frequent intervals, together with up-dating supplements (by airmail). 


Dfi, 350 (£45) including releases to complete the service, and the up-dating supplements to ee 31st, 1972. 
Renewal: Dfl. 120 (£15:50) per calendar year (for the supplements). 


INTERNATIONAL BUREAU OF. FISCAL DOCUMENTATION 
Muiderpoort — Sarphatistraat 124 — Amsterdam-C. - Holland 


Amsterdam- Rotterdam Bank N.V. Account No. 41 13 90 600 — Postal Giro: Account No. 385341 


Further details freely available upon request. 
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Principals with the 
responsibility for training 
newly articled clerks 


should ensure that the best course of action for 
their newly articled clerks is to enrol with the 
Metropolitan College. 


All bona fide Principals who are considering the 
postal coaching arrangements for their newly articled 
clerks are invited to inspect a copy of the Metro- 
politan College Study Manuals, to see for themselves 
that the contents are thoroughly up to date and 
designed specifically to give progressive and care- 
fully graduated instruction, backed by a businesslike 
tutorial service that receives the constant and: 
. enthusiastic commendation of the students. 


Please write to the Principal, B. Mendes, B.Sc.Econ., F.C.A., Dept A1, 
Metropolitan College, St Albans, and we will gladly send you, without 
charge or obligation, a copy of one of our Study Manuals. 


d I 
Metropolitan College unassailable record 
of Examination Successes | 


At the professional accountancy examinations, for which the Metropolitan College provides | - 
de .. Expert Postal Tuition, students from the College have obtained — 


MORE THAN 45,000 PASSES and 
MORE THAN 1,400 DISTINCTIONS 
MEDALS and PRIZES 


Be guided by the experience of others 





TAKE ACTION NOW! Write TODAY for a free copy of 
the College Accountancy Prospectus (stating the examina- 
tion in which you are interested) to the Metropolitan 
College (A1), St Albans, or CALL at the London Advisory 
Office, 30 Queen Victoria. Street, London EC4N 4SX 
^ (01—248 6874). After office hours (5 p.m. Monday-Friday) 
telephone messages are recorded electronically. 


LINKED PRIVATE STUDIES 


For students who wish to participate in linked oral 
and correspondence tuition, the Luton College of 
Technology and Metropolitan College now offer 
these facilities. Please write to: Mletropolitan 
College for details of various courses available. 





Metropolitan College, St. Albans 


Accredited by the Counci for the Accreditation of Camssponüsdce Colleges. 
Member of the Association of British Correspondence Colleges. 


Founded 1910 
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Accounting for Corporation. Tax ` 
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"PPRECÍATION of. a sT? of thè-tax position 


of companies under the new system of. corporation. 


tax leads on'to considération of the problems of teporting: 


that position in: published accounts. “hose problems are . 


immediate so far as concerns dividends provided for pay- ` 
that is, the regular ace 
courting period “which includes April 6th, 1973, just as’ 


ment in ‘the ‘straddling ' period”, t 


it is an immediate problem to-phase the time-table of 
dividend payments - so as to reconcile the three aims of 
avoiding ‘transitional penalties, securing:a windfall ACT 
(advance corporation tax) relief for dividends paid before 
that date and escaping an ACT forfeit for dividends paid 
after it. 

The transitional Genie which stem , from TT 2 


in Schedule 23 to the Finance Act 1972 may be less burden- | 
some in themselves than the task of reviewing the pattern. . 


of distributions throughout a period which. ends finally: 
with the last day of the latest accounting period beginning 
within four years from a company’s base date, that is, the 


day following the end of the company's accounting: period 


last ending in 1971—72. For a company making up accounts 
regularly for calendar years, this period would expire at 
the end of 1975. Most companies concerned can be ex- 
pected’ to- opt out by creating or sustaining a.level of 
distributions in the twelve months ending on April sth, 
1973, which will surpass the -corresponding level in the 
previous twelve months," due regard. being given to the - 
incidence of franked investment income. 


“The accounting treatment of any possible forfeit of ACT. 


in' the distribution period is discussed in the paper -now. 
published on behalf of the-Accounting Standards Steering 
Comimittee:?. Other ` problems. are also examined with 
examples, and. the paper is very welcome. both for We 


- 





L Notes on Accounting pa naaa Tax under the Imputation Stee 
published: on behalf of the’Committee representing the three Chartered 
Institutes, Thé Association of ‘Certified Accountants and The Institute 
of Cost and Management Accountants. Copies (price 3op) are obtain- 
able from Chartered Accountants' Hall, e Place, London 
EC2R dd dë , . 
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and for its timely appearance. We think that the risk of. 
unfortunate confusion will be overcome if-there is general’ : 
acceptance of the recommendation that outgoing dividends ` 
payable after April sth, 1973; should. be Snes net of the | 
relevant ACT. - 


"SEPTEMBER 28th, 1972... 


The Recognized Weekly Journal for the Accountancy Profession throughout the World: `: 
m d? E f. M NE. 2 e QM! Y n . A » ] » VEM Ë ` A _ : i-e 


At preseñt e treatment of taxation in company ac- E 


counts is consonant with the lead given by the recommen- . 


dation issued tó the members of The Institute of Chartered 


Accountants in England and Wales in 1968. Compliance - 


with he, Companies Act 1967 is ensured by disclosing the ^ 
amount of United Kingdom corporation tax together with - 
the relief therefrom for overseas, taxation and the aggre- 
gate amount of-overseas taxation. Dividends paid or pro“ 


posed are shown gross in the. profit and loss account, `. 
perhaps accompanied by an inset indication of the amounts. EE 


net of income tax receivable by-the shareholders. ~ 


This latter rule should -continue to ‘hold good as regards“. 
payments in pursuance | of any. right Or ‘obligation ‘created ` 


before April 6th, 1973, and expressed by reference to a ' y S 


‘dividend at a'gross rate or amount. It is evident that as - 
regards preference and the fixed element of participating ^ 
_ preference dividends, the 
. gift to the paying Companies: of the income tax pane 
accountable. The discussion era omits consideration of 
this circumstance. | | | 


However, à similar process E. Bod "could not ber 3 s, 


applied to the. payment of ordinary dividends, for two. 


- reasons. "One i is that the ‘gift’ has been paid for in-full by ` 


the higher. rate of corporation tax projected — it will be. 
corivenient to. assume, as in the discussion paper, a 50. 
per cént rate of corporation. tax which compares with” 


ACT already-fixed at a. rate of.3o:per cent initially. The ' 


second reason is that the former législation empowered ` | 
companies paying dividends to deduct the income tax 
'ascribable.to a gross. dividend. and caused them to be 


‘acquitted and discharged’ = this EES as against -. 


` 
r 


~ 


Government have made a SE 


avowed j purpose. ag a basis of discussion for the information. " Dr 
and assistance: of those concerned with financial reporting. du 
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n. shareholders. fts repeal means that -any ordinary 
shareholder will be in a position to demand. payment. in 
full ;of the amount declared. Effectively, this reverses the . 


practice existing before 1966 as regards so-called 'free-of- * 


tax’ dividends since a simple declaration will in future 


"o ae |. ACCOUNTANT. 8 


el n id 
LN 
, variance with the three-sevenths rate T. ACT exigible 
against dividends - uhmatched with franked investment 
income in the absence of other profits, and in itself i is quite 
arbitrary. We think that here at least the plain statement of 
what. has actually happened — a cash transfer free of. tax — 


record the amount receivable by sharehol ders buta declara- ; should be permitted. without artificial embellishments. A 


tion at a rate of say 10 per cent, of which only y per cent ` 


is inténded to reach the shareholders, will have to be 
expressed in terms of a formula. ae de 

Against this background it will be found that the dis- 
cussion paper assumes that ACT: is taken at its face value 
as a payment on account of mainstream corporation tax. 
In consequence, it remains to consider: what treatment is 
required for such ACT as under the various rules is for- 
. feited. There is, however, the caveat that ACT on'a 
y proposed dividend to be paid after the company's year- 
end will fall to be set off against the mainstream liability 
of the ensuing year. Given the possible absence of future 
profits, the question arises as to whether recovery of “next. 
year s ACT" is reasonably certain and foreseeable. 

A positive answer will often result from prospective . 
carry-back of relief, although corporation tax ascribable 
to time before April 6th, 1973, is. unavailable for this 
purpose and in no case may the mainstream liability fall. 
below the 20 per cent minimum.. Alternatively, the exist- 
ence of a deferred tax account, féd perhaps by accelerated ` 
capital allowances, would offer an appropriate medium 
"within which ACT may be set off. 'The paper makes 


the point that if no corporation tax becomes payable in thé : 
` future against which the excess ACT can be set, then the ` 


` benefits already obtained from those GER allowances will 
not ‘reverse’. | - 

In some quarters, however, it máy be felt that the use 
of. a deferred tax account as a repository for non-existent 
_ charges and non-existent recoveries could call in question - , 
` the validity of the ‘concept it embodies. The conglomerate 
character of this account may.in the end cause it to yield ^ 
place to inclusion in the balance sheet of a statement of the 
prospective tax burden or relief annexed to the various 
items separately — an approach i in line with disclosure of 
market.or other valuations and one which’ overcomes the 
distortion resulting from a change in tax rates. The latter. 
problern is one still under consideration, in ‘thei context . 


of Exposure Draft. y (The Accountant, Jaly 6th, 1972). : 


In: this connection it is proposed by. ED7 that a. 
“transáctions, outside the ordinary. activities of the business’ ` 
should be. classified as extraordinary. Hence the discussion . 
paper seeks to have excess ACT written off grouped (with 
unrelieved foreign tax’ and the ordinary tax charge) in. 


arriving at profit before extraordinary items, Some surprise- 


may be felt at the recommendation that incoming franked 


. investment income — dividends from other United King: ` 


dom companies — should be grossed up at the full cor- 
poration tax rate. The choice of 50 -per cent is one .at : 


e Í 





s Subsection (3) of-section 232 of the Income and Corporation Taxes 


Act 1970 is repealed by Part VI in Schedule 28 to the Finance Act - 


1972, with effect from April 6th, 1973. 
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The greater awareness -of the statistical function of 
accounts is reflected in ‘consideration by the Committee: 
of the display most likely,’ to lead to valid indications of 
"earnings per-share. It is. recommended. that the existing 
display of the gross amount of dividends should continue 
for all dividends destined for payment before April 6th; 
1973 (whatever the period of the accounts), the net 
amount payable to shareholders being adopted for sub; 
sequent due dates There is no easy solution to the 
divergent pattern of calculating earnings per share and the 
answer is thought to lie in’ presenting these.both on a 
before and aftér basis, as the following example shows: 























ea (Calendar years) : E 
1972 ~ 1973 1974, 
£ ds £.. 
' Profit before tax .. , - 100,000 100,000 100,000 
' Corporation tax: di l ' ER 
40 per cent MOMS 40,000 10,000 : 
sopercent  .. BUS i - 39,500 5 50,000 
Advance corporation tax: - E 
‘Payable at 30 per cent ; 4 . X. 9,000 .9,000' - 
Recoverable . at 22'5 per. .cent (4,500) . (2,250) ME NN 
-. Recoverable at 30 percent . : I (6,000) . (9,000)- 
Profit after tax ` 64,500 : 51,750 50,000 _ 
‘Dividends (Capital £100,000): 1 see 
Interim.- paid August 1972 10,000. - . 4 
Final — paid March 1973. ,20,000 ` 
. Interim — paid August 1973 .. 2 » 7,000 As 
. Final- paid March 1974. ^... Ute Cds ns 
-Interim - paid August 1974 .. E PB MN 7,000: 
$i Final - payable March 1975... 14,000 
Rétained profits e ++. £34,500 £30,756 £29,000 
Earnings per share (100, och 64'sp gt2enp 5op 


- The discussion paper 'suggests that in the earlier. years 
information or explanations should be given by ‘way. of 
note about what the earnings per share would have been 
if the: new system had operated throughout. the period. 
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Accou nting? 


VLMOST. E with Mi SE 


‘Campbell Adamson” s ‘appeal ‘to * 
the accountancy: profession. to: produce d 


‘accounts that'spelled.out the economic 


justification for profits in unmistak- : 
‘able terms (The. Accountant, September: 


21st), another’ distinguished personality. 
. Was: calling for accounts.:to' recognize’, 
social, and political' needs. Speaking at, 
-last: week's: summer school -of ‘The 
.Institüte: of: ‘Chartered ‘Accountants of: 
Scotland, ‘Mr P.-C.. Loüwers; a Past- 
Président of the Nederlands Instituut. 

j yan ; ‘Registeraccountants, ‘said. that it. 
“Was the task of business leaders -and ` 
‘their accountants to'explairi and justify 
their policies to the public: Companies, 
he suggested, held: a "franchise" from 
‘the public, and good reporting ‘could : 
“considerably strengthen ` the Lee 
¿of private enterprise in ‘society’. 

- Directors” reports should ideally 
“include, - iri Mr Louwers’ view,’ an: 
insight -into- ‘the “social, pérsonñel; 
“scientific, technical “and. commercial: 
development of the. company... along. 
with. thé detailed: Anancial, oa 
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VAT Check List- 


SAUSE ‘check list for manage- 


ment? is included" in the second 


issue-of the VAT Bulletin, publishes. 


by HM. Customs and Excise. . 
. The article. points out .that' ‘ some ` 


‘adjustment to firms” “accounting. 'sys- S 


"tems and other: procedures will be re: ` 


.quiréd for the introduction of VAT" 


5 


, nex April and stresses. the. need for: an 


' immediate, start on.the. revisions. : Tt 
then’ outlines ‘steps which need to-be . 


“taken i in preparation ‘for the' new’ tax.’ 


; The: ‘steps. are listed: i Jn six Sections: . 
“registration; 
VAT purposes; | accounts; ; payment of . 


.táx; Costings, ` and. training: References”: 
“to appropriate paragraphs i in the VAT: 


review of: business. for: 


‘7 8tep-by- -step”. 


‘absence of any, legal. framework which 
of ; Chartered Accountants on September: | 
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tion. He wás e ‘Eritical vof: the ` 
profession's failure generally: to’ “adopt , 


replacement” ‘cost accounting; in, the * 


` absence ..of'; some indication of the . 
“effects of: inflation . on “profits - and | 


assets, he foresaw pressures: on man- 
, agement to change its dividend policy, ^ 
resulting i In'a wrong impression. being; 
created in the SOC1O- -political sphere.. 
Whilst . British . company, law is 


acd rus 
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y gs Ee Appointment- "o 


Social Responsibility ` o n 


\ PASTË PRESIDENT of. die In-, 
stitut Français des Experte Com-. 
IE ¿M. André Reydel, has' been’ 


appointed: president - of ‘the. Account-' ^ 


Economic Community,’ He sücceeded., - 


“the late M: Gaston Thibaúlt as a mem-" 


ber of this:group. last. yeaf.. o 
- M.. Reydel, "who; “qualified .as ` An. 


j expert comptable in .1948, hàs- had a. 


distinguished. career within the pro~ ; 
fession in. France..He played a SCH 
pärt in the establishment; by merger | 
in 1962 of, the previously existing”. 


d 


widely: admitted, - particularly in its.: professional bodies, of: the. French - 


' standards of fiiancial reporting: and: 


disclosure, to be in advance. of: that of 
, other European : nations, the’ criticism 


recurs .with increasing frequency - that ANECS; the: French studefit account. - a y 
ant body. UNDE IM p RE 


the majority of legal requiréments are . 


. Shareholder-oriented. Iri, the event; it - 
. has been: suggested; management ré- ` 


` porting répresénts' an, uneasy com-. 
promise . between’ the. demands ` of: : 
shareholders, `  workpeople, : . consumérs ` 
and the general public; and, in the . 
the. 


re-defines ` responsibilities . 


-Institute, “which he-has represented, ; 
ona lu bor of international occasions, 
He ‘was also a: founder-member - O B. 
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"London's “s Successful 
VAT Course . © KS 


)ESPONSE to the one-day. c coüise..- 
on value added tax, arranged, by.* 


the London: and District Society of ` 


directors; universally accéptable social ‘12th; more than filled the available 


standards. are perhaps: less, easy. Ei 
. define thai. are financial. standards. 





m. xis 
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$ in ilie. right direction”: "Those needing ^ 
-guídance- on matters of detail- are 
‘invited „to consult the nearest of- the, š Ee 


“local VAT offices whose addresses are. 
listed in the "Bulletin. : e E 

Another important article dives: für- `. 
"ther. information about the four special: 


accounting for ‘VAT. The-article gives ` 
explanation: * óf . 
'Schemes;.with:examples. © ..  ;-: 
Intended:ás a link between’ Customs: , 
. and Excise and management, ‘the VAT: ^ 
Bulletin i$. published at. intervals of 
about -six “weeks. ` Single: copies - are ` 
distributed: free. to: their^members. by. 


trade "associations . and; other repre- uc 


-General Guide. d EE N 0;- 700), are. Sé sentative’ . bodies..- ‘Bulk ‘supplies. for . 


- also. given. 5 
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-accorrimodation ; following a capacity 


' audience of 700 mp the original date, 
_-.. at least 300 more attended .a repeat’ 
session on September 18th: The:com- 


_- ants’ Study: Group (groupe ~ d'études ` ` 
-des éxperts Coimptables) of, Che European `" 


- 


-bined attendance of over. r ,009 i is not ^^. 


Qs ` only a record for a one-day: conference; 


"anywhere, but also a personal "e 
for "Mr -Geoffrey "Vieler, F.C.4., the,” 
- conference. chairman, and his team, of^. P 
lecturers. + ^w | BS 
Planning of the uera. occupied ` 
: Mr Vielér's attention over.a period: of 
six-months, and. the team not oni. 
: provided listeners With an expert and. 


` vauthoritative interpretation of Che new ` 
¿schemes- devised to assist ‘retailers in _ impost, but were also able to deal. with: ` 


(various ` statutory. instruments - ‘and, 


«the: ¡Cústoms ` and: ‘Excise ; notices. which. .. 
- Were : "issued: ` only . M before ; the! S Ges 
conference opened,” boat: EE E 
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"American Insti tute’ s: f RT P 
Annual: Meeting M 
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J the establishment: of standards and `- E 


Company,” use’ “may. be” obtained; on: . “objectives: ‘för; ‘corporate: "financial. re- só, 


The Bulletin Says. ‘that ‘although Ga subscription. from: HMSO,” PO. ‘Box: Sporting are: expected ‘to’ emerge. front 7.) 


i check ‘list “i is not comprehensive’ and ` 2506; London: SET. . ‘The: minimum: * next "Week's annual: ¿meeting 


`of. the .. 


- 


^ will ‘not ‘necessarily. answer: all ques”. subscription — for 10.copies, eách of. IO. ~ American Institute of; Certified, Public : P : 


;tions, it- should at t least point manage S issues = dg £1 I; ao including Postage. E 
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-grámme, to be held this. year in 


. Deriver, Colorado, has attracted án 
` z -anticipated ` ‘audience . ‘of -óver 4,000 ' 
. CPAs.and their: wives, from all Parts of. 
- the United States, `. ` 


Next Monday’ s séssiori will include 


I ‘reports ‘on’ the establishment. of, the" 
new Financial. Accounting Standards | 
. Board "and progress” made "by, the | 
Accounting Objectives Study Group. | 
- Other ` topics ‘for discussion ‘include , 


Corporate “management ` in the ‘next 
‘déecade} realities of the electronic age; 


new frontiers in auditing ; and tax and 
financial ` accounting. `" Distinguished’ 
- speakers from the world of/accounting, 
` industry, banking and government will 
; Xinclüde Messrs. William J. Casey, 


chairman of the Sécurities and, Ex- 
change Commission ; Ralph F. Lewis, 


‘editor and: publisher of the Harvard i 
. Business Review; Dr Harry Levinson, 


ke of the Levinson Institute; 
‘and Allen: P. Stults, president of the 
American Bankers Association. ' 
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l bodies of accountants in the UK 


i the - Republic, of Ireland may ` 
. apply for a P. D. -Leake teaching: 
fellowship, or one of the seven Lavy 


and P: D. -Leake graduate student- 


"E 
, e 
rd 


. ships, offered. from September 1973. 
"Applicants for either type of. gránt , 
. must be citizens of the. UK or Eire. 
- and preférably under 30 years of ‘age, 


The fellowship is limited to: a 


I qualified: accountant’ with an aptitude 
for and an interest in-a teaching career 


and “with. some, -post-qualifying , .eX- 
perience, “who wishes; with a. view 


. to a teaching career, to study for a- 
higher degree in finance and account-- 

^ ing while carrying out limited teaching l 

- duties in the institútion to Which hé is 


appointed: Studentships are intended 


for recently- qualified’ accountants who'- 


. are interested in a teaching career, and 


accordingly wish to: study ` full-time 
for a higher degrée in finance. and’ ‘ace 


: counting or somé.dspect thereof." 


The value: of the fellowship’ will Lo 


': 25500. per. annúm and each Student. ; 
P. ship, £1,100: pér annum, inclusive: of 


‘expenses. The awards will be tenable ` 
: at Bay: U. K. university, ik 
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THE 


ACCOUNTANT 


As diede bg (The. Ac- 


:countant, June 8th); Mr LeRoy Layton ` 


has been nominated as President of the 


installed at: the closing 
luncheon. on TNI of next week. 
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Netherlands Budget 


,GAINST an estimated rate! of ` 

inflation of o per centin 1973, the ` 
Netherlands also faces the prospect of - 
substantial tax increases. Opening the 
present session of the Dutch Parlia- ; 
ment: recently, Queen Juliana an- 
nounced the Government’s intention 


of reserving the whole of any real 


growth in national income during 1973.. 
for the public sector and- for. social ` 
security. SES 
Among: ‘prospective increases , in 
taxation are a r per cent rise in rates of 
income tax and 2 per cent in. cot- 
poration’ tax, and increases m VAT. 


` from 14 to 16, per cent on general 


x 


Opportunities for Accounting ` E 
Teachers ` $5 | | 


EMBERS ‘of. Te six recognized . 


M 


` 


college, E or otlier . institu- 
tion of advanced studies approved by: 
the Committee, providing a specialist: 
course -of study in finance and: ac 
counting. leading to a Master's degree ~ 
for which the candidate, must ‘study 
on a full-time basis. ` ` SC 
Both awards will be tenable for one, 


year in the first-instance, renewable ` 
(where nécéssary) for a second’ year - 
‘subject to satisfactory progress, The 


awards will ónly. be made if there are ` 


I candidates of sufficient merit, and they 
“are subject . to the acceptancó--and. 


registration of the candidates by the . 
university or other institution selected ` 
by him. It will be the esponsibility . 
of .the candidate’ to: obtain this ac- 
ceptancé. "E E. 

Further . mëtten and un. of 
application are available on request - 
from.:the Secretary, P. D. Leake. 
Committee, The Institute of Chartered." 
Accountants in England and Wales, 


Chartered Accountants. Hall, Moor- -` 


gate Place, ‘London EC2R 6EQ. The ` 
closing date for: applications, which 
must include full particulars and the ` 
names’: of two referees, is January | 


rath, 1973: EM TM 


_. September 28th, 1972 
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Giao diis ind from 4 to 5 per cent 
on : ‘essential items.. Tax on lottery 


. winnings is to go up from 15 to 25 per: 
-AICPA for.-r972-23, and will be ` 
‘formally 


cent; ánd;on motor cars from.15 to 17 
per . Cent: there will also be other: 
increases in- car -icence fees and in 
. Social security premiums. ~- 

The Netherlands "e: yandergéing a 
period ~ of . political. uncertainty; the 
present ‘Government commands . the - 
support of only 74 of the 150 members. 
of Parliament, which is shortly to be 
dissolved. The unemployment rate of 
between 24 and: 3 per cent, though. 
described . elsewhere as ‘respectable 
by American and British standards’, 
has almost doubled over the past two 
years, and labour unrest is reported to - 
be on the.i increase. 
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"Rhodéaisn Society’ S. 
New President . 


R JOHN KENNETH IRVINE, 
C.A.(R.), C.A.(S.A.), of Salisbury, 
has been elected ` President of the 
Rhodesia Society. of Chartered Ac- 
-countants for the ensuing ` year . 
the fifty-fifth year of its existence. 
‘Mr Irvine: is' the first. President of 
the Sóciety to have been- born in and. 


| articled i ini. Rhodesia;: He: -Was articled. 


^to a Past President of the Society, 
Mr Trevor Rouse, of Causton, Rouse. 
& Co, and is: now a partner in: Price 
.Waterhouse & Co, which is amal-, 
:gamated, with: Causton, Rouse. ME". 

. Elected a member. of the Council. 
in: 1963, Mr Irvine was a ‘member of 
the committee ` of the Mashonaland 
District Society of Chartered Ac- 
countants (Rhodesia) for six years. 

Mr C. L. Reed, F:C.A.; C.A.(R:), of 
Bulawayo, bas been ‘elected Senior 
Vice-President and Mr. E^ E: Skeet, 
FCA, C.A. (R.),- of. Salisbury, Junior. 
Vice-Président. Both Vice-Presidents 
“are in public E a UR nS 
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- Estate Duty and Pensíons. 


RIMARILY . to’ enable ‘the ad- 

 ministrators of pension schemes tó 
ànswer-inquiries about the estate duty» 
, liability: ‘of benefits payable on death, 
.the Board of Inland Revenue. this 
“week stated that no liability to. estate: 
duty arises «in respect of ` benefits. 
payable- on a person's death under his. 
pension: “scheme except in the circum 
stances éxplained below!) |-> 25 
| if ae. SE form part of e 
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rm ‘disposable: property - passing" sha ët, ae been. SA Äer “ment, ‘should. be. ee in reply. 
. under his will or intestacy, (this: applies. * ' income tax ;purposes.. are not cons -tö the question in the Inland Revenue - 
' only if'his exécutors or administrators | ‘sidéred " to^ bé. so` "liable; ' Benefits ; _ Affidavit about ‘gifts inter vivos. Estate... 
have a-legally* eriforceable claim.to the; > payable. undér a. ‘contributory: «scheme ' dure need: not. be paid « on the benefits - b 
. benefits, if they were payable to themi: which “Has ¿not “beén’ so. approved; or, before obtaining. the grant: of probate "+, 
| "only at thé discretion of. the trusteés of ` under a Schéine which, does. not maké. or letters: of: administration. If estate -; 
- the “pensioñ. fund. of some. similar - ` any provision: for à "membér' š. tetire-, ¿duty “proves to "be. payable on the. 


_ ‘persons. they: are not: Jiable to' estate.’ E de S Sa e : ` “benefits; „the Estate. Duty Office will ` 
.'duty) or. if be. had the power, im--. ——..commuñicate with, ‘the E liable .-'- 
| ` mediately, before. his. déatli,. to' ñomi-: [ NUMOUR _ by Sch . to o pay the duty: : t NT DNE E | 


, nate or appoint the benefits to anyone. mE 


"he pleased. `. SEA mn um SS E es OH, “FOR: M 
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Flexible Hours. — 


NITY Office : 'staff ; "of: due London, ` Ri E 

o Wand: Manchester Assurance. Coma 
“pany “will next month have thé benefit’: 
«of: work as “you please”. arrangements: . 
“between the hours. of 8; a.m, and 7, 
pam. "This new concept | in.  offive a 
“timekeeping; ‘under. the: terms of ah > 
> agreement recently concluded Buen. 
the ‘company and the Association. of `, 
-. Scientific, Technical, and: Managerial: 
Staffs}: is subject -to the: overriding 
limitations that staff must be n. 


: should ' be. included in- the’ Inland. 
Revenue : Affidavit “which bas to "be^ 
` completed when applying for a- Se | 
of: probate: ot letters.óf ‘administration... SC 
Phe state; duty. (if any) which is. 
assessed on the Inland Revenue Am. 
. davit bas tobe paid before the grant’. 
d can bé obtained.: 

- Such benefits may also be ibe to B 
- estate duty if the: pension scheme is’. 
hu although, in 'practice; 
` benefits payable Unger. a contributory : 
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THIS IS: MY LIFE ` E Rue 2 casé of breakdown: it really Was work selling for Steg it i 
` ae ee -VO © 2 would realize. The other machine had been pressed: upon’ — K 
him by some slick-wouldn' t-take-no-for-an-answer sales- ` j 
Di l si nve estm ent Poli icy man just for ' a trial week : without commitment, you: 
“know J... ^ AË 
Ge MS -The IA’ ignored excuses. There were six. type B 
o . : u- E . š y. AR Industrious. ‘Accountant ` writers beyond repair, he continued complacently, two 
e t re ure EM E : ancient,accounts posting machines behind that pdrtition - 
VI Was, of coursé, “the intel auditor viho started št. `. in. the stationery storeroom, plus a reproduction machine ` sl 
He announced at our morning accounts meeting ‘that we’, with’ pathetically risted-up... innards. . In -addition, 'he'd `> 
bad a shocking'amount of cash locked up in obsolete. junk `. found four. three-drawer filing-cabinets i in Credit. Control - » 
around’ the ioffices. We ‘accountants: prated. professionally - which locked smoothly: when the keys were. used, - but: ` 
“about return on’ investment and: yield on current “assets, : opened equally , co-operatively: when: smacked sharply i in 
` he, fulminated, yet we didn’t “practise, what we. preached. - . their midriffs., |. ` ode oi d 
A. systematically-minded man, ` he’ stood- up to- the. | I cut in, to say: hed’ made: a valid point. There was no . de - 
“chorus: of. denials by. tabulating his' Exhibit A. This ` was a- "pay-off. to be. got.by blaming anybody (I didn’t admit that ^ 
dist’ of the items in question; „office ' by office along: ‘the = my ‘old wall-cabinet's:door, though well and truly locked, 
< corridors.” “T'actfully” enough, ' he . omitted: naming the ` ` will: open if you wiggle: 3t ‘often: enough) so we should just "` 
"actual offenders, but their guilt/was- évident. ` . clear, up the mess. Let's pursue: a. positive. policy of `". 
"The: departmental accountant . had: ‘two’ four-drawer / ; disinvestment, of. turning | "surplus assets into cash, like”. F P 
“Alb cabinets whose’ locks were long? sincé broken; Costs. “turning butter back to milk soto speàk. ` got ls 
had -áccumiulated ño less than three ‘desk calculators, one .. This illustrative ; gern: „passed * ~anspprediated, Because’. 
; a 'long-barrelled old -relic' with a handle which bad to; bé ` the office manager . insisted ‘on; explaining that the. old. 
- turned back and forwards like a "Buddhist mionk’s: praying-. >répro-machine: "Was. “all set for: trade-in’ atthe: first opporz-: ' 
wheel, “one a; modern miniature . with. flashing flickering’ | “tunity,: while ` those: extra typewriters derived: from: our: B d 





f 


` numerals 'on-its.tiny register,’ the third... 27$ Gets a “manpower rüridown. -If ‘they: were. really duds, he'd sell ` 
“The DA said beid, asked. to have ithe ‘locks fied: but hem. ‘off asi scrap: right, away he'd. only ‘Kept, them: for. he 
the’ ‘mechanic. said’ they "were beyond ‘repair and replace- Y .emergeficy use; ~ ` :- UPC 


. ments. would. cost a mint of money: He wanted to, avoid į At that stage the IA: Blended: badly; he ‘thoughtlessly 7 
,over-running. our máiritenance budget, he said witli virtuous’: offered: ^to take. one. of thé-typewriters ‘if. we: were. really: 
‘smugness; he:had no objection at all to modernized’ versions, - going” to ‘Scrap ~ ther; às. his, wife;: who did*sotie home. 
: if it was our official policy to replace at the drop: of a bat. : typing;. could’ probably’ mend it.: Costs expressed himself `. 
Costs explained - that his.electronic: flicker-gimmick. was his. + Pungehtly. in: reply, and. the: Ik has. had: his ea between 
“Current: choice, and the old hand. gradit was a: standby i in his. legs’ ever since; Ee 


uring the ee periods of 10 am. | 


o I2 noon and 3 to 4 p.m., and that 


XX more than nine hours is worked. 





n any one day. 






ndustrial Accountants 
Merger Project 
"STABLISHMENT of a steering 
= Committee to examine terms for a 
. possible merger of the Society of 
- Commercial Accountants and the In- 
stitute of Company Accountants was 
_ announced this week in a joint state- 


Both. the Society ‘and. ‘the. Institute, | 


it is stated, “have common interests 


and a common philosophy as regards 
the training and. qualifications of the 


accountant employed in industry and 
commerce, whose needs are funda- 


mentally different from those of the 


accountant in. public. practice’. Both 
also share the opinion that the present 
degree of competition 1s wasteful of 
resources and prevents the develop- 
ment of services to members at the 
most desirable level; both have con- 


itis hoped, will provide : ) 
proposals to be put to specia 
meetings of the members ` 


of entry requirement p. 





"The. steering. committee 





bodies. The potential strength « 
amalgamated body representing 
countants in industry and comme 
should these proposals i in due cours 
be approved, is estimated at 10,000. 
qualified members and 4/000 registered | 
students. : 





Europe - A Hard Look by the 


Scots 


: Scottish Institute's Summer School at St Andrews 


EMBERS of The Institute of Char- 

2 tered Accountants of Scotland and 
* guests, numbering in all rso — again a 
"new record for attendance — met at the 
University of St Andrews from Friday, 
- September 15th, until Tuesday, Septem- 
^ ber roth, for the Institute's annual 
Summer School. Included among the 
"distinguished roll of guests were the 
President of the English Institute and the 
_. Vice-President of the Irish Institute, 
representatives from the Nederlands 
Instituut van Register accountants and 
the Commission des Communautés Euro- 
péennes, a number of leading academics, 
and a markedly large number of Institute 

. members resident overseas. 


The profession's image 


'To start the proceedings on Friday even- 
ing Mr John Graham, C.A. a financial 
journalist, created a stimulating and 
lively atmosphere on the subject of "The 
public image of the accountant', provid- 
ing, as might be expected, scope for 
- comments serious and introspective as 
` well as an arena in which the wits of the 
-> gathering made hay; but there was little 
doubt that the audience eventually broke 
"up with some solid. material on which to 
“reflect. 
After this aperitif, the main theme 
selected for the school was intended to 
highlight the implications of entry into 
‘Europe as they affect the profession in the 
CUK. In this context Mr Thomas D. 
“Lynch, c.a., led off by introducing his 
-paper “Trends in European Taxation’, 
-the first of the items on the programme 
relating to Europe. Mr Lynch suggested 


















of tax. systems within the community and 


that, on the question of the harmonization - 


in particular in so far as Britain is con- 


cerned, the field of indirect taxation 
would prove the easier of solution ~ 
national philosophies on social systems 
and special local conditions conceivably 
complicating progress on harmonizing 
direct taxation. for some time to come. 
He expected, however, that upon Britain's 
entry into the Community, the inclusion 
of British representation in the relevant 
committees centralized in Brussels would 
help greatly towards harmonization and 
eventual standardization. 





He criticized the insularity of national. 
revenue departments, which allowed the 
avoidance of tax by the use of artificial. 
international arrangements; the matter. 
became one, he said, of natural cupidity. 
versus national and international stupidity. 

No country had a double taxation 
agreement with every other country, and 
the agreements which did exist were not 
always comprehensive. There was, there~ 
fore, a good. deal of multiple taxation 
about; and, although there was a fairly. 
complete network of bilateral agreements 





Mr A. |. Mackenzie, BA. C.A., President of the Scottish Institute, centre, with /eft to right, 
Mr W. S. Risk, B.Com., F.C.M.A., D.Jip. M.A., Junior Vice-President of the Institute; Mr C. F 
Smith, F.C.A., Vice-President of The Institute of Chartered Accountants in Ireland; Mr D. S 
Morpeth, T.D., B.Com., F.C.A., President of The Institute of Chartered Accountants in Englanc 
and Weiter and Mr W. N. K. M. Crawford, V.R.D., C.A., Vice-President of the Scottish. Instituto 
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dëi Many hundreds, of a accountants. dave ‘found the right job 

"through this ‘useful servicé. Our information centre (near 
Moorgate, Station) provides: details on “jobs; prospects and 
client. firms. Consultants are always available to discuss 
your requirements. and to offer expert. advice,” S 


sl - FREE LISTS OF VACANCIES 


Ee will be posted: to you OË you can dfopi in and — Without any 
` form-filling — -study the classified registers. Over 500 vacancies 
in.the U.K. and Overseas offer tie widest choice. Ring: 
"for relevant. list! ` ; 


“public Practice: E. Kalcher, € 01-628 4550 ` 


S ‘More than, 300 Professional firms ' utilize. | our: PUN in. - 
| ~- engagement’ of all ‘grades of staff from Articled. Clerks to -; [i 
"$10,000. Salaries: U.K. — apt to £5 ,000; Overseas — up to PT 
' £10, 000. ec CH 
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confrorited with the tásk of providing an income. 
for-a life-tenant without endangering the real., 
value of the bequest tó the remainderman, yous 4 

face ‘several problems. CERE pn 


" ` 
` + 

zeg s e 1 H FA 

H e A D 


> ` at 


- 


E r 


“Commerce Wi Ge R. Thotabill, 01-628 8860”. ON 


'" Vacancies cover thewhole range, from Tráiñeo to "Financial lx 
| Director. Salaries: up to £7 000-1 «, = m 


` Temporary Stai: M. Farrer, 01-628 oor 7. X, 
D: Terms: are better than i is usual for. temporary assignments, 


EMPLOYERS: Our register of Candidates lists ‘hundreds of 

‘accountants we have interviewed in depth, and perhaps-one 
- of them is the man: you seek. To find out ring me now and 
E shall let you ‘know men the-hour. . 


a ; e R. Thorn 01-628 869. 


RICHARD, ‘OWEN. ASSOCIATES ` 


4] Finsbury Court, Finsbury Pavement, London EC2A Ir 


< SEMINAR ` 


“SHARE INCENTIVE SCHEMES.. 25 d 
n. x . YEAR 2001 : T. 


Europa Hotel, ‘Grosvenor Square, Laien . ae 
` November 13th-14th; 1972... > Kä un ^w 


E Aus : PROGRAMME: SCH E SN 
- Chairmen: Lórd "Maficroft and S; D. Appleton, . 
Prentar of Arbuthnot Incentive. ius Ltd. 


uS i f e 1 
D i Speakers: 


“Oliver ‘Stanley, : The Times . expert. on" «táfation 
. Managing Director — ‘Comprehensive’ Services Lid. 
‘Charles Norman, ; Lowndes. Managenient Incentives. b 
UE. meque ee ee quide s za m T: 
` “Dr: Geng " Copeman,” Chairman’ of Buses” : 
: Intelligence Services Ltd; Founder with Maurice | + — | 
+: Macmillan of T he Wider. Share Ownership Council. 
“¿Clive Jenkins, General Secretary, the Association of E: 
'. Scientific, Technical and Managerial Staffs. `` E = 
A Rumble; ‘Member of the-Investment Protection F 
m ^ Committee of thé National: ‘Association of Pension . E 
-Fund Managers.’ z 
C W. "Holden, Director, s Securities Etd.: 


- Full details from: . "c JM. 


* TECHNICAL CONFERENCE, ORGANIZATION ` 
bp SE Street, Hemel pr SCT, S 





CECR infiation pán Duo. with a fixed ` h | | 
~ income, sometimes causing 'Teal hardship in låter ` 


years; ‘the remainderman too will be. displeased. if 
his SES has. halved i in ‘teal value. 





: you spend valuable time 'constructing; then keeping: 
under constant review, a portfolio to provide a . 
reasonable commencing income with scope for. future 
aw of both i income ee epe. 





is ieadily available. "The British Life pU SR s 
Dividend Fund is ideally. suited to the task, E ee 
ES Wee achieved above-average capital We 
E combined with a M yield, 





| "The British Life Office Ltd. 21 2I Whitefriars- dini 
i London, ECAY -8AL "Telephone: 01-353. 6760 A 


Feieren ` 
EES NLIFE ` E 
Ka RELIANCE| 


_Member of the Association of Unit Trust Managers. geen" x 
Wee not one of the biggest i insurance groups. St z X a 
. Just one of the he, ` M eae Got 
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big bonus 
f-employed clients! ` 


a Ae i ` 


t A 





Oryour ` 


2 7 


` "fime Assurance double the vesting bonus on their ` 
e n Personal Pension Bonds. . era 


- Time Assurance Society announce an increase 


^. jn bonus on their Personal Pension Bonds. 


Asa result of the làtest actuárial valuation, the : 
vesting bonus is increased from £1 ⁄ per annum to 


Ei per annum of the basic pension. This means that 


in projecting the estimated total pension at pension. 
ágé we can now add a total of 5% to the basic pension 
for each year up to pension age (interim. bonus of 3% ' 
per annum plus vesting bonus of 2 % per annum). The 
. interim bonus also continues to be added after the  - 
. pension has commenced. i dä 2 













^ Amount of pension (to nearest £) for men retiring at 65. 

paying a premium of £100:a year from different ages of : 

entry including interim bonus of £3% per annum and an 
additional vesting bonus of £2% per annum. 






increasing annually 


by interim bonus Cash option at 


Pension at 65 


























additions to produce a pansion age 
Total Pension of: ` e wl 
Í Total » ; m : 
' . [Guaranteed] Pension at| - ' Tax-free ien di 
Age next | Basic | --65 with | Atage 70 At age 75 Gash Sam |" Pension : 
birthday | Pension | estimated atare bg + 
at entry i -bonus g ; 
£. + £ O AE 
20. . 1325 7 4375 9743 . 3247 
25 ` 1023 3121 6950 2316 
30 . 780 2185 . 4867 | 1622 
5. 585, , 1494 ` 3327 ¡| ‘1109 B 
40 435 . 1002 - 2233 p], 744 
46 410 ' 822 ° 2055 1| 684 
42 385 847 1887 . | ^.628 
` 48 | $3601 | 78. 1730 578 
44 338 . 710° 1582 |. 527 
45 315 " 647 1442 480 
46 294 588 1311 ‘437 | 
47 273 533 1189 396 
48 253 482 1074 358 
49 234 434 966 322" 
50 216 . |. .388 ' 886 : 288 
E 51 198 j- 346 > 772 257 ` 
52 - ij: 181 307 . 685 228 
53 164 SEIT - 604 . 201 - 
54 148 ' 237. 529 178 
55 132 205 . ` 459 "152 
56 117 176 394 131 
- 57 103 150 - . 335 111 
. 58^ 89 425 280 . 93 
, 59 76 103 230 1|. .78 — 
i; “A. 8 . 184 61 E 








E you select age 65 as your retirement age then the figura shown in column 3 is. 
` the pension which will commeneé on your 65th birthday. Columns 4 and'5 show 
“the effect-of-bonus additions after your pension has commenced. The figures i in 
the final 2 columns show the tax-free lump sum and revised commencing pension 
at present biu if 5300 choose to. E dali of Wéi ñormal pension for cash. 
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Es Assurance Society rates have always been 


Coasters good by those who know about personal . 


. pensions; this latest bonus i increase improves them 


still further and of cou rse it also 1 increases the tax Hee. 
cash sum available at retirement. 
For examplé a man aged 40 next birthday pay- 


ingan annual cońtribution of £300 can now expect 
 &starting pension at age 65 of £3,008 per annum (an 


increase of £340 per annum) or he could take a tax- 
free cash sum of £6,698 (an extra £758) and a pension 


of £2,233 per annum for life. * 


So do your self-employed clients a favour by 


giving Hem a. BEES for: a Time dE Pension .. 


Bond. 
You'll be doing mane a velit too; our 


` “commission rates are realistic and: take account of the 
_ cost of your service. 


- Send the coupon below for complete agency 


details and a full set of rates for men and women at 


all ages. 
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| TO: TIME ASSURANCE SOCIETY 


Bos Moorgate, London, EC2. Tel. 01-628 7546/7. - 


. Manchester Office: 12A Piccadilly, Manchester 1. . - 
Telephone: 061- 624 7299,061-624: 9955. ©, 


To 


ane senda supply of Pénsion-Bond: literature. 


ADDRESS. PON v — 


PELLICER Tet POE RAS a EE Geercfkthesi rH 


NAME OF BANKERS... Se 
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n 


' ADDRESS.” 


Areria e poem rr ries 





ME Gs ` EE 


= 


Scottish Office: 8 Queen Street, Edinburgh 2. Tel: 031 225 7799. 


Please register me/us as Agent(s). of Time Assurance Society, 


rap 28 ` 


NAM — PI et rir ti iy AUR: Pydesaaus 
° eg BLOCK CAPITALS, PLEASE 


———————— 
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in id immediate future, 


: t e idel EE was a 
standard multi-national agreement to 
which each country could accede and 
thereby bind itself to every other sig- 
natory. The EEC, he thought, was a good 
example of a group of countries within 


which a standard multi-national agree- 
ment could operate. Abolition of double. 
taxation within the Community is in fact. 
a mandatory requirement of the Treaty of | 


Rome. 


A 

Sincerity in financial reporting 
Mr P. C. Louwers, immediate past- 
President of the Netherlands Institute 
and head of accounting services of 
Philips of Eindhoven, introduced his 
paper “Sincerity in Financial Reporting’, 
with all the experience of reporting to 
his company's many shareholders behind 
him. ` 


As with Mr Lynch's, the question of a ` 
philosophy played a substantial part in ` 


Mr Louwers's approach to the. subject, 
having regard to the many-faceted role 
that the large company now plays in the 
community as a whole —as employer, as 
home for the savings of. ihe small as well 
as the large investor and as a vital 
component in the national economy. He 
believed — and quoted the many years 
during which his country bad gone 
without any form of Companies Act, a 
form of legislation only introduced in the 
Netherlands. in 1971 for the first time — 
that, while legislation might support 
sincerity, it did not guarantee it, and 
added, ‘sincerity is more a state of mind 
than a capacity to manipulate and remain 
within the law”. 

In general session Mr Louwers re- 
sponded to a wide variety of penetrating 
questions on his paper, which led inter 
aha to an enlightening and lucidly 
explained picture of the position of 
management vis-à-vis trade unions in 
both the Netherlands and Germany and 
the rights pertaining to employees and 
unions, with particular reference to 
information which could be demanded of 
auditors under the law and the clearly 
defined and powerful rights enjoyed by 
employees in determining the constitu- 
tion and actions of the supervisory board 
of a company. 

The chairman of Mr Louwers's plenary 
session, Mr J. A. Stewart, C.A., a Past- 
President of the Scottish Institute, 
commented on the remarkable insight 
into the European scene given by the 
speaker. 





aet deal would appena in 


A group ot four of tha. fivë Contributors, left to right: Mr T. D. esas C. A. Mr John Graham, e 
C.A., Mr E. H. V. McDougall, Secretary of the Institute, and Mr P. C. Louwers, head of. see 


counting services of Philips of Eindhoven. 


Standards in Europe 


Mr J. G. Pittendrigh, c.4., a member. of. 
the Institute practising in Geneva, in his 


address on 'Accounting and Reporting 
Standards in Europe’, surveyed in general 
the reporting practices in all the countries 


. of the EEC except Luxembourg and in 


particular those of Germany, Italy and 
France, supporting his address with 
extracts from specific published accounts 


_of leading companies from each of these 


three countries. 

His approach was objective and his 
arguments cogent and carefully weighed, 
particularly in regard to the draft fourth 
directive [The Accountant, December 
9th, 1971]. He could see points arising 
which it would be.desirable to introduce 
into Britain, in that they called for dis- 
closures which could only be to the benefit 
of shareholders and creditors. 

The Secretary of the Institute, Mr 
E. H. V. McDougall, spoke on the sub- 
ject of ‘International Acceptance of 
Professional Qualifications', a subject on 
which, in his official capacity, he has in 
recent months spent much time and 
thought. Apart from the obvious ques- 
tions arising from Britain's entry, i.e., 
the rights of British auditors to practise 
in continental Europe and vice versa, he 
drew the attention of his audience to the 


problems inherent in the present draft 


directive from Brussels which could 
mean, were its proposals to be adopted o 
toto as they now stood, that British 
auditors would not be permitted to prac- 
tise in their own country. 

Mr McDougall expanded this theme, 
looking at the legal position in the EEC 


themselves 


at the splendidly equipped physical 


and commenting in passing that in time. ` 
the House of Commons could well 


become a vastly different animal from the ` 
one at present known to us all. He went ` 


on to give heart and comfort by telling of ` 
the resistance and hard negotiating being ` 
mounted in concert by the UK profes- 
sional bodies, transforming the atmos- . 
phere from one of no small concern to. 
determination and to confidence in the ` 
aggressive action being undertaken. 3 

Small knots of participants, engaged in ` 
earnest discussion, served to prove that ` 
the school had achieved one of its primary ` 
objectives in making members aware of 
the problems and changes which entry ` 
into the EEC will bring. 


Social programme 
The week-end was enlivened by a. 
programme of social and sporting events, 
many of the younger members freshening 
for the next intellectual. 
session by using the sauna baths available 


education centre of the University. ` 

Again the Scots were justly proud of 
the historic surroundings and splendid 
facilities so generously made availabl 
at one of their own universities, and, if the 
farewell comments of the guests can be 
considered to be generally representative, 
this gathering of people with their. 
common professional bond achieved its ` 
purpose, thanks to the high standard ` 
maintained by the contributors, the care- ` 
ful planning of the school by the Summer 
School Committee and the assistance. 
given by session chairmen and discussion ` 
group leaders. 
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Man- -management Myopia WR 


Accounting for Humañ Resources _ 


` 


d 


by J. J. HAYWOOD, B-S.(tconj, ACCA, ACLS. 


Pd 


Nowhere in the UK financial reporting scene, either i in annual-accounts or management 
accounts, is there data attaching any value to people — the most significant of all ` 

the adaptable, economic, social and cultural resources available to any business enterprise — 
`` the human resource. But availability and deployment of this resource are matters of no i 
Small concern to the national economy, to business, to the material standards and way 


yof life of all individuals. - 


. These human resource matters do matter. They matter to the UK economy, Western 


European economies and indeed to western society as a whole. 


4 


N the United Kingdom, there is at present a higher level 
of persistent unemployment than in any post-war period; 
yet this level of resource wastage is coincident with-a marked 
increase in employee productivity. This may suggest that 
` UK ‘businessmen are now weighing-up the relative costs 
and effectiveness of human and non-human resources in 
the method of producing, the-goods and services and 
administrative support required for business survival. 

Studies of ‘cost-effective substitutability factors’ should 
matter to every employer and manager of the human 
‘resource — whether-their end be with a view to profit, to 


leisure, a public service or a public amenity. The fact of the . 


matter is that the human resource has become in our 


Western world a relatively expensive, somewhat tempera- 


mental force to tap for the private or the national good. 
It is also a mismanaged resource in the private business 
and public sectors of our economy — a factor éxacerbated 
by a misunderstood and misinterpreted role of the one 
alleged representative voice of such resource, the trade 
unions. The large-scale human misery, wastage and bitter- 


. ness caused by persistent unemployment, underlies these 


` points of mismanagement. Effective and efficient manage- 
ment.of the human resource has become of manifest 
erg to everyone. . ; 


s 


Cost effectiveness 


. From human. resource cost-effective studies, answers to 
some of the following simple questions can probably 
be readily supplied: ` | 


What is the presént ‘monetary investment in. the total 
human resource, as employees of your company? - ^ 


What was the monetary amount of dis-investment 1 im that ' 


resource, and what sum was lost because of employee turnover 
in the last year? | 


How fully does your human resource inventory ege 
planning and budgeting: ‘system, if you employ one, take 
account of selection, ‘recruitment induction training and 


development cost data, either. as ‘typical’ or as ‘standard’ cost. 


figures? 


How well do you know the cost dita for losing an employee 
compared with that for promoting him and/or i improving his 


i 


` 


Ca ! 


remuneration package? In short, is, it economically better 
-for your company to -hire, inspire, fire or retire certain 
personnel? 


These are some of the apposite questions ‘requiring real 
answers, which any manager of the human resource has to 
face if he is properly to plan and control the effective busi- 


_ ness contribution made by such resource. This is what the 


management process is all about — the planning and control 
in the best possible mix of the alternative resources avail- 
able to prosecute effectively and efficiently worthwhile 
business goals. : 

This, in a nutshell, is the essence of effective manage- 
ment; the twin concepts of resources management as total. 
business inputs and their best mix, and marketing manage- 


ment for the best sales of the resource-produced outputs. 


This latter includes customer financing, so that the director 
of finance has a committed stake in both inputs-outputs 
business management. The former, resource management, 
in many industrial and commercial environments is vitally 
concerned with proper management of the human resource. 


Human resource management 


A human resource accounting system, as it$ name implies, 
accounts for the human resource employed and deployed 
in an organization and provides for its effective planning ` 
and control — its effective management. ` | 

Effective planning and control is the analysis, evaluation, 
planning and budgeting of an activity - the ‘planning 
phase’ which precédes the continual «monitoring and 
periodic review of actual performance of the activity, 
compared with its planned performance — the ‘controlling 
phase’. Both phases must combine and are inter-related 
by planned and actual pérformance feedback — data to 
modify either, or both of the future planned and actual 
performances... Financial and cost budgets are used in 
financial planning and control; network analyses and check 
lists are used in R & D planning and control; human 
resource forecasting, planning, budgeting, and training and 
development systems are used in human resource account- . 
ing Systems for its planning and control. ` 
A human : resource accounting system is the recorded : 
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measurement; in (€ terms; Jof. the- S cie | again, historical oi induštry-occupational typical employee: 


capability of the total human’ organization of any institution turnover data could: supply an answer. Where such data is 
or business entity. Such entity may of course be profit unavailable, and. ‘experimentation is also unavailable, a 
or non-profit making,.and provide leisure; welfare, health, guide may be taken according to ape, occupational group, 
educational or any other- public or private services or _ job-level, and marital status of the recruit or employee; 
manufactured or. partly finished. goods. Furthermore; it by reference to company retirement ages, promotional 
may employ an employee-intensivé ‘or capital-intensive . Opportunities and competitiveness of salaries being paid. 
producing process in manufacture of goods or in supply of An. older man in a senior or junior or middle management 


customer services. `, ` post. or a clerical or operative post, is more likely to E 
Records Se by, the E will include time and ‘outstay’ a younger man in the same type post, with that. ` 


costs data for such decisions as employee. selection and | tendency becoming less strong for the bachelor type. ` 


recruitment (resource + acquisition: costs); ‘induction, ` These typical costs data derived from-extant and the few ~ 
. familiarization, training and development (specific resource-.. new records, must themselves be. recorded, and periodically 


enrichment costs); pre- and . post-acquisition experience updated in the human resource accounting. system. 


within arid external. to the organization (general resource- It is this.system requirement: that creates, the system. 
enrichment’: costs). ` Peripheral, though really essential administrative . burden ánd costs-of implerneritation and -* 
_records associated with costs and time data also are those, maintenance. The question of “how much?" will be answered: 
fon employée movements from task to task or, job to job, soon, after an examination of the workings, uses and benefits | 


‘from training done to that required, and. anticipated : and ` of the human resource accounting system. 
those for .employee turnover, performance appraisals, 
dynamic job descriptions/specifications and similar records Human resource accouriting example | 


.of implied or express decisions made on the human Let us take as-an example the recruitment of an additional 
"resource, employment and deployment strategy. S R & D section leader, the successful candidate being John 


a ee ee Bright. Expenditure on the personnel and R & D. sections’ 
Employee intensive processes 


30,492 employees whose total remuneratión during that {£500 — the initial investment. . 


year amounted to £21,230,000. That is a lot.of people and a Expenditure on the fornial induction programme, and | 


lot of money. By way of comparison, the total issued capital for initial on- and off-the-job training, including familiariza- 
was £20,631,000. ` ^ Don with corporate and sectional philosophy pólicies, 

These data help to show the potential significance of a: objectives and procedures, cost about ‘£8,000 — the first 
human resource accounting system. Clearly this retail- year’s investment. The people involved. in this investment 


based group is an employee-intensive, customer-service were the usual four categories — John Bright, his sub-. ` 


producer. It has a wealth of employee records for salaries, ordinates, his boss, and the other less close work people. 


wages, income tax, national insurance, pensions and so It was estimated. that about so per cent of John Bright's 
‘forth — for, each of their many thousand employees; it gross salary plus 10.per cent of his boss’s salary were ex- - 


also has detailed records for other resources, records, infact, pended in, this selection-reeruitment-induction process, 


for men and women, materials, machinery, money and multi- with approximately £1,000 being expended in the off-the- - ' 


° purpose accommodation; récords which respond to those job training. During the first year, expenditure éstimated 
decisions express or implied, made for investment creation, at £2,000 was incurred in post-acquisition experience of 
depletion, maintenance Or depreciation, of any SEH) John Bright, which represented abnormal delay and error- 
resource. — . delay factors applicable to his first experience of project 


Clearly, typical récruitment,. induction, - training and leadership. His:attendance at outside seminars was regarded I 


development costs data can, after experiment, be fairly well as extra-émployment short-term experience, ‘rewarded in. 


_established-for major occupational groups. Sampling may _ full by present retention costs, 1. e. e and written off 


"well be one of a number: of means to this end. Such data as incurred, ` © 


may be readily updated by an application of an inflation | The first year's employment of John. Bright em E 


people’s time on advertising, travel, selection screening and ^," 
During 1970-71, Debenhams Ltd employed on average ‘correspondence in respect of all candidates amounted. to , 


factor and by the impact of training recruitment or selection involved the company in a human resource investment of . . 


method changes. The establishment, creation and main- £10,500: Noteworthy i is the fact that most-of the £10,500 


` tenance of records thus need not be a burdensome'task. ` represents ‘retention’ or salary expenditure of various `. 
A significant point that must be made about the system employees. This investment by current’ expenditure will 

records.is the amount of current expenditure which should clearly. be of benefit to future accounting and ‘business i 

be amortized, and from which process springs the idea of periods: As regards the amortization schedule for such- 


human resource investments: At this point the unwilling investment, if John Bright was aged 25 years on joining 


accountant may smile; the amortization problem, like the . the company, whose retirement age is 65 years, the maxi- ." 
path to resóurce evaluation in general, is strewn with thorns ; mum expected tenure period would be 4o years. But at: 


and burrs. -25 years of.age the probability is: that John Bright’s expected 


There is in fact, Roue. a crude, ortos and simple tenure would be nearer five than 40 years. After reference to -` 


solution. The typical selection recruitment, training and data, estimated and actual, for average rates of employee 
development cost-data may be amortized, or spread, over -turnover, and for. the corporate human.resource forecasts, 


the expected ‘tenure of the employee, with the investing. planning and budgeting data, an expected tenure of five years. : 
employer. What, then, is s the expected tenure perigar -ánd. may emerge, which figure would: then- be used as the ` 
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denominator of. the fraction dup. = {2,100 as anaal’ 
“amortization. SE be E 
A, planned : replacement | investrhent for po Bright, 
"for the'anticipated ‘period five years hénce may. well show 
'* £12,000 because of inflation and different job requirements. , 

` In a similar fashion to’ items: of fixed capital assets, which : 
„rarely are, exactly. réplicated | ‘because of technological” 
. innovation. in:new: plant performance, so innovation in’ ‘job - 
.fequirements and “edicational : /or training innovation 
. reduces the likelihoód of a repeat demand. or supply of d 
D s human: resource investment. 

If John Bright, unexpectedly ewes the company. nm 
(teg and a half , years; the human:.resourée budgets and 
"human: resource: accounting “system would show an em-. 
+ ployee’ turnover loss, of £5,250 ¿arid . perhaps the extra 
“financing costs for the premature need for a a: replacement: 


` 


P 


`. investment, e Ee SCH 


_-Thus ;the amortizatiohy: or spread of: investiment costs, ^ | 
_ over these financial periods assumed to benefit therefrom . 
. will enable losses or; gains fo- be readily computed. Tf actual’ 
“tenure is less than. expected tenure, a loss is recorded to be 
‘written-off against profits. of the. financial- year of the 
;. employee's s departure. These potential real losses data can: 
' De used 'to..bring, alive employee retention, promotion, 
"redeployment or replacement strategies. NE | 

‘Human “resource accounting facilitates the ‘proper | 
human resource. The: effects, and some of the results of 
; such effects include the following new essential information: 


y (1) Short- ànd long-term, humari resource planning and 
` 2 ^ control: with related cost-effective studies data, can. be - 
'. compiled and traded-off- Stop resource substitution for. 


H 
B ds noo. 
us vx w^ Mi 


siet proper. “planting "and: control ef the human 
resource, 5,7 7 ^ s ub idu TI NE 
^ Under. present-day: Conventional acobunting;: as a: com- 
pany creates ‘extra investments. in human: resources, “it 
_ records higher" costs to charge. against” current . profits: 
“Conversely, as it depletes its: human’ resource investments : 
"it records little or no’ depletion: “costs; thus showing a. 
greater. profit ' than when :increasing. such investments. 
Thus — fire your employees: and show (albeit short-term) ` 
` greater profits; hire more “employees: or train more, and 


. Show. greater. short-term Jnescg, or lower profits... Any | 


application: of the human tesource’accounting. system quite | 
, properly ‘reverses’ this role, showing that short-term firing - 
and later hiring is à: very costly, unrewarding: business that 
mar effectively kill.a company in the médium tó long-term, ` 
' to the detriment not. ony. of its employees; put also’ of i its . 
Shareholders. iue sa ! ji en 
. Personnel negotiations sth. employees. or their. repre- 
sentatives, "personnel , planning; budgeting, . Scheduling, ' 
deployment rewards, - promotions, and’ development : and 
more, can be bettér ‘done where new facts and figures may ` 
be added’ to these extant processes. Cost-effectiveness of. 
extant selection, ‘recruitment induction, . training . and- 
development’ methods. and..:procedures "may be. better : 
quantified, analysed, evaluated, and the: identified de-- 
ficiencies be more effectively rerédied. The popular vogue 
of ‘manpower planning’ (here, for obvious-reasons termed: - 
‘human resource” planning) must be more competently : 
. compiled Where-new relevant facts and: figure a are fed back 
from the human resource accounting, "serus 


` x qe " S MEETS 
n bi 


‘Financial evaluation. ZR 2 A : v D d 


_ strategies. a DM 
l (2). Because of. -€—" tenure TER the an 
` semployée replacement investment costs can be budgeted. . 


| p (3) High: costs ‘of employee turnover . losses. can be readily ` 


, calculated, for. comparison. with costs of +emedial action. 

(4) Costs of reducing employee turnover can be'estimáted and 
traded off against alternative: strategies. "ee 7? 

(ei Recognition and‘ reward for.managers seen to have given 

. : . enrichment of. their.'human resources through: 1 their: 

resource management, . NM NT T 

(6) Computation of a return:ón all investments as a measure - 

«for all resources available for. management ‘in a. profit- ` 

- centre or-in the entire. company, for more, ‘meaningful - 


"e Capital. project management and profit- -centre or ‘corporate’ 


/ 


t. 


Ei 


' management. ::' ° Ga GT 
7) ‘Demonstration: ofvaccouintability of Bee respons, 
SS sibility-centre; or, cost-centte. managements for: changes. ' 
—Ñ “in-their human ‘resource ayailability. due.to inter-centre 
B transfers. A. value-added : notion, can, be used for dàta 
133'e, computation’ in this situation, .. .. ' 
4 ! (8) Computation. of, a total value of the ‘human resource, 
A at Investment made: by a Company at a, point of time, and- 


57 . note'of its increase, decrease or constant state, reflected, 
d i *.. if retufns on resources measurement. rdi de 


(9). Computing. the’extent ito which: Dora profiti improve- ` 
^. “ments are realized at the expense of liquidating human: ` 
; resource. itivestments against long-term corporate profit- `. 

| ity and survival - Ee get-richcduick, ‘but not. t for long, | 
syndrome. oe ae : 


Ld 
pt 


^s This. information, as a minimum: ‘input requitement pa. 


human Tesource,, co sytem, facilitates: the sub- - 


"budgeting, monitoring system of a corporate” or- wee 
centre entity. must be more relevant to effective and efficient’ 
business management, when all business resources dre M 
accounted for and fed back into the financial planning and ` 
control manágement system. Accountants, like personnel. 


" managers; profit: centre and general, managers — in effect, 


Al managers ‘using the human resource in their management 
process ~ will, benefit from; and bear. Some costs of-a 
human resource. accounting system: LR Ee H 

If a large” retail. unit: employs many; yourig: “counter. 
assistants whose selection-recruitment-induction and train- 
ing. costs , are “insignificantly, small, the, human: resource . | 
‘accounting system is not for them — may be for the manage- + 
' ment hierarchy, yes, bat not for the assistants. On the other 
hand, within an international airline émploying very many 
highly-qualified people ` engineers; ‘“cabin-crew,.” . pilots, .: 
ticketing and reservations clerks then ‘their. comparable 
, human resource irivestment.costs will be high, thus: meriting ` 
the eventual. total application. ‘Of. a: ‘human. resource. 'ac-. 
"counting. system.  . M 20 - AS 

Similarly, *for;.a “capital-intensivé odon ‘procéss-~ Ap 
automated. plant,. "where the few people employed máy be 
“very expensive and: scarce maintenance and. control system 
. engineers; "with high human resource investment costs, the 

uman résource. accounting system. could with advantage'be . 
. employed and;'in this: casé, quite‘ easily, applied. In short, 
wherever’ and: whenever > the . human resource is being 
Ze, and. investment .costs-are, significant, the. human. 


resource o system is “applicable... "E WM 
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if the system is a to only a small: ‘sector. of the tota: 


"human résoùrce business: invéstmetit; oi is; being applied : 


piecemeal, then the benefits will, to. a large extent; be thus 
localized. Major. spin-off, benefits for other áreas of employ- ` 
ment. may. "well step from: the establishment: of typical ` 
selection, recruitment. induction, training : and: development 


costs. If benefits are thus restricted; the system installation 
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“Responsibility for the system: GM B 


"The. issue of who in ilie company: should best be made” 
responsible: for the introduction ‘and: smooth running of the 
system is. determinable br re broad parameters: of sizé 
and. nature of the organization: and ‘scope. and level of the.; 


‘chief accountant's and. personnel manager's jobs. Where . 


human: resource data-collectión ‘for- selection `— recruit- 


and operating costs should also terid:to move in sympathy. ment — induction — training. and development i is vested in - 


with. benefits.and ‘be. restricted in: ER with: a- total - 
application system. , 7 s 
. Further; there are.two ‘broad: areas’ “of system: vexpenidi- 


H 
$ we >. 


- 


e 


ture that: for. installation: arid that for System ‘running’ or : 


maintenance. The. former, will greatly exceed the: latter: | 


, Setting-up costs include; ‘experimental repéat observations 


to generate typical” sets of costs data over different’ broad: 


_occupational groups “for such items as selection-recruitment, 


induction, . training, -on::and off-the-job.. and. "employee 
dévelopment.. Extra records and their system of producing ' 


new essential data to complete the management financial 


accounting, budgeting and planning: system could, proye 
‘expensive unless a gradual step-by-step phased programme 


were used forthe sequential application of the system to, 


: profit centres, branches, subsidiaries, or divisions. 


The system does not require” to be: sophisticated, nor- 


_indeed' to use computer models. It is essentially an internal ' 


management information reporting system, clearly dis- - 


playing quaiititative financial data. for better management 
‘of the human resource, The Inland; Reyenue authorities 
are not involved, there are no taxation issues, and -no 


requirement for, publishing; nor externally reporting, nor E 


registering human resource accounting data. ^ 


- The system will certainly cost less than a simple, manual ` 
financial accounting «system . and much less: than even a 
simple cost accounting.system to- install and to run. "This, is 
because the units of. account are not subject. to the daily - 


‘fluctuations that purchased or sold.goods or services are, 


¿with their ‘attendant “invoices, “statements ‘of ‘account, 
E «delivery notes, discounts, storage, handling and bang 


cost. items for calculation and recording. ` 
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Investment costs Se occupational groups cah be ‘easily 
and cheaply recorded. They can, quite as easily, be updated: . 
by annual application of inflation factors, job. replacement 
costs, resource enrichment. costs by. training. or develop-" 


ment costs. and simple: amortization.* It is -not absolute ` 
accuracy. in. the individual human investment costs that 
_ matters so much as aggregates of such costs, and more 
- especially, ‘the - changes and rate of changes of such costs. 


- 


Benefits: from ‘the increases of productivity. in extra: 


generated sales revenues or from: cost-reduction. processes: : 
which tend strongly to: follow from: use.of human resource | 


accounting data can produce profits well in excess of. system” 
implementation costs — especially for' phased system im- 


 plémentations.- but even -sometimes. in: corporate-wide,. | 
system ` implementations. ` New quantitative’ data’ on: problems’ is knowledge— knowledge- of the rélevant facts: ` P 


] employee turnover losses and Investment Coste can be'used '' 


in trade-off strategies | against retention, / ‘re-deployent, ` 


development or acquisition-depletion. proposals.” | 


The.annual human resource planning, programming 2d 


budgeting ` system should" further. become much; more 


grade Së "use of such' quántitative information. ` D 
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baten the Human. resource; planning. and : control. function”. 


local ‘operations managers, in: profit, cost, or responsibility ` 
centres;-then thé chief accountant may be best placed to be. 
progenitor of the system. But: where such .data-collectioti " 
would yest in a centralized personnel function; the person- | 


nel manager could well be the progenitor. This i i$sue.is not ` 
of mere academic interest — one of the, initial confrontations. 5 


-of different, personalities will «come from the: attempted ,., 
analysis of the *who does what, where, why and with what -> 


results’ type questioning. of corporate. * selection, feeruitmenti - = 


induction, training and development procedures, ER 


1 


Does it really make economic or business sense to éniplog"" 


different people throughout the, company, ‘responsible for. ^ 


different.levels of. selection "and récruitment, and. for.” 
. different people to be responsible for training and develop- ` 
"merit at different levels across the” company — all having’. 
different localized resources and budgets in performance of : 


. the. same broad. function? It is questionable that decentrali- =- Ss 


 zation of this function is anywhere justified except Im. 
semi-autonomous. Stee companies. 


Numerous accounting centres ae š Ra eee ae 


Who, for example; can effectively and efficiently fiian-v 
cially plan and control the total corporate human resource 
services. function, when. the relevant; budgeted and" 
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actual data are: ‘scattered, often ‘buried, ‘under numerous E E 
accounting centres, departments or divisional conglomerate, ` 
SE figures? | . ` 


-* To shift the centralized services | burden! of planning. ande 


“Control: -on to the shoulders of general managers in: the ^.^ 


accounting centres or subsidiary companies merely. reflects .. 


- the ‘management by abrogation’ rather than “by delegation’ d 


principle. Certainly:this device may be d. false “economy ` 


tend to. be poorly done with poor ‘results. `. "ç 
In essence, the best placed person to assume, resporisi- 
bility for the implenientation . and ‘running: ofa human»: 
resource : .àccounting-. system: is the. ; personnel. manager; 
-director ‘of "human , resource: planning | ór.the financial.’ 


director. No company with "a; costly . employee-iriterisive `, € 


- production : "process. can afford: „to. ignorë' the. benefits ^ 
available from such, a system, irrespective-of: corporate size; 
nature or. industry. - -Thus;,, several : ' corporations |: from: 
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different industries - in. America: and some of: their: sub-;- B 
“sidiaries in the” UK - have ` pursued. human, resource. 


; accounting, systems... B 
The: key to* the: proper: EE und e of 


with ;the figures of the: significant resoürce parameters, ` 
quantities as well as. qualities; costs as- well as :benefits,... 
"ouer a time scale and associated with the best, combination ' 
of-fesource inputs'to achieve. the. most .effective and. 
- efficient: ‘production outputs. in satisfaction of worth-while ` 


‘business objectives." edu Nue w dE uu 
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Life Policies and Loan Schemes 


" 


by OUR INSURANCE CORRESPONDENT 


FEATURE of the life assurance market in the later 
1960s was the volume of borrow-all policies which was 
sold; these had considerable attractions for those in the 
higher income brackets. Some care had to be exercised in 
selecting a particular life office but, so long as the right 
choice was made, there was much which could be achieved 
for a high taxpayer. 
In the first place, rates of interest charged by life offices 


vto policy holders who wanted to borrow against the security 


of their policies were quite modest, although some offices 
increased the rate where large sums were being borrowed. 


— 


A further point which needs to be considered is the dis- 
allowance of relief from surtax on money borrowed to pay 
insurance premiums, introduced in the Finance Act 1968. 
The important point is that surtax relief can be claimed 
only where 'it is shown to the satisfaction of the board 
that it is exceptional for the individual in question to apply 
borrowed money to or towards the payment of premiums... 


and that no such money had been applied by him in the 


. three years of assessment immediately preceding that in 


Clearly, for a high taxpayer, claiming full relief of tax on ` 


this interest, that net rate came down to a low figure: 

At that stage, good surrender values were being paid by 
offices, with the result that loan values were quite attractive. 
This meant that, generally, very few premiums (effectively 
met from capital) had to be paid, with the prospect of the 
remaining premiums being borrowed from the insurance 
company. 


Tax relief E 
Another factor was the statutory relief of income tax which 


could be claimed on premiums, although where large 


borrow-all policies were arranged in addition to other life 


\ 


assurance already in force, the whole of the premium was ' 


not necessarily eligible for this relief of tax. 
With the prospect of good bonuses in the future, the 
borrow-all policy represented at.the time an attractive form 


of investment with plenty of gearing. Now that full relief ` 


of tax once more can be claimed on loan interest (apart 
from the first £45 per annum), it rémains to be seen whether 
this type of arrangement will be as attractive as it was in 


the past. In practice, it looks as though borrow-all business. 


is unlikely to be so popular as it was prior to the 1909 


- Budget. 


“There are two reasons for this. In the first place, there 


have been a number of changes which make the idea of 


borrow-all policies less attractive at the presént time. 
Secondly, there are now other types of contract on the 


‘market, which may prove to be more attractive. For 


instance, as will be mentioned later, there are various 
schemes by which funds, can be borrowed to buy shares at 


" the outset, with a life policy being used to repay the loan 
.jn due course. 


What really matters with all these hene is the fact that | 


wholesale relief of tax for loan interest may not necessarily 
last for very much longer. It is quite likely that this type of 


tax relief may be used as a form of political football, and ` 


a change of government could well be followed by dis- 
allowance of this type. of interest once again. Even if the 


present Government should remain in: office, there are 
doubts as to whether this relief will remain in its present. 


form tor very much longer. 


which he so applies the money or in respect of which the 
interest or other sum in question is payable’. 

There are those who feel that this particular problem 
could be overcome; for instance, loans could be obtained 
at irregular intervals: Nevertheless, if loans are obtained 
at less frequent intervals, either it will be necessary for a 
policyholder to fund premiums in advance from his own 
resources (which may not be easy), or loans will have to be 
raised before they are needed to pay the premiums: Borrow- 
ing in advance in this way will upset the investment per- 
formance of the arrangement when ,compared with the 
relatively few premiums payable in cash at the outset. 
Furthermore, since this type of scheme is particularly 
attractive to high taxpayers, investment of the loans before ' 
they are needed to pay premiums' would not increase net 
income by very much. 


Less attractive prospect j 


Other factors have made the borrow-all type of contract 
less attractive. For instance, rates of interest quoted by life 


offices at the moment are not so attractive as they were when 
borrow-all policies were popular — the offices having at last 


discovered that policyholders operating borrow-all. con- 
tracts at comparatively low rates of interest were being 
subsidised by, the whole body of policyholders. Now, 
particularly for large loans, many life offices are trying to be 
more realistic, and are charging their policyholders more or - 
less the same rates of interest as could be earned elsewhere. 

Of course, it can be argued for a high taxpayer that a 


higher rate of interest has comparatively little effect, since 


itis the net rate which really matters to him. There have, 
however, been other changes which have the effect of 
increasing the net rate; for instance, reductions in the rates 
of tax for those with high 1ncomes. One of the drawbacks 
which existed from the outset with the borrow-all type; 
of arrangement was that only slight changes in interest or 
tax rates were necessary to make quite significant changes 
in the overall performance. 

There is unlikely to be much enthusiasm for the borrow- 
all policy in the future. Instead, a certain amount of interest 
is being shown in schemes for borrowing ; a large percentage 
of cash needed to buy outright either shares or units in a 
unit trust. 

A variety of schemes for. borrowing shares or units is on 


ye " È si =, - y: t Wf i ubi t E S 'u , 
EE Se Jara f 


ihe GE Almost always: it is a stipulation that a. ve 


policy must be" taken out which, when ït matures,- will 
repay the whole of the: original loan. Thus, there ill be, no. 
need to realize the shares for cash'at what might * prove to 
be a difficult time, and. they can instead be held for further 
capital appreciation. E 
With one scheme, arrariged. by Eagil Trust Co Ltd' and. 
Unitholders Provident Assurance Ltd, normally a loan.can 
be for ro, 15, 20 Or 25.years, provided the borrower is not 
over the age of = 5 at the end of the selected period.. An 
advance will:be provided for up to'75 per cent of the cost 
of approved investments. The balance of 25 per cent must 
be provided either in cash by the purchaser, or by advafices 
from the bank against the security of shares already held. 
An advance will bé: made of up to.75 Der cent of the value 
of a portfolio of. approved investments, provided the 
investments -aré deposited. with the trust company. "This 
méaris that anyone wanting to borrow, say; £5,000, to buy 
shares.(without having.to put up any: cash at all), will have 
to provide approved shares which he already owns. to the 
value of at least (£1,667. : - 7 I 
A borrower who purchases.. shares’ is entitled to the 
income ‘distributions’ from them. When a capitalisation 
issue is made, he will be informed ; but this will be retained 
as security by the trust company lending the money. When 
there is a rights issue, the borrower either can pay the cost 
of the.éall, or the trust company will exercise its authority 
and sell suficient' rights to enable it-to take up the balance 
which will form part of its security. . 
` A borrower has the right to sell investments ‘which are 
deposited at any time, subject to the trust company giving 
its prior approval. If the value of the investments held as. 
security by the trust company should rise by, at least 20. 
per cent, it may allow the borrower to withdraw investments’ 
with a maximum value, of 75. per cent- of the increase in. 
value. 


1 


Rate of interest 


With this type of scheme, the rate ne interest Janed for 
the loan depends on the, type of policy taken out with the 
life office. For iristance, if a borrower arranges an endow- 


ment policy with a sum assured equal to 150 per cent of the: 
amount of the agreed facility, the interest will be at Bank" 


rate plus 3h per cent, subject to a minimum of 7$ per cent 
per annum. If, however, the sum assured under. the en- 


dowment policy i is simply equal to the amount of the agreed 
facility, the interest rate increases to.Barik rate plus 43 per . 


cent with a minimum of 84 per cent per annum. 
. It'is possible to take out a policy with a-sum assured - 
equal to no. more than two-thirds of the amount of the 


facility. In this case, however, the interest rate will be Bank- 


rate plus 54 per cent per annum, subject to a minimum of 
93 per cent “per annum: Incidentally, if this course is taken, 
the borrower will also have to arrange term assurance, so 
as to provide life cover for the balance of the one-third of 
the amount of the facility. | 

For a borrower, the outlay for this type of scheme j Js the 


gross interest on the loan (which is calculated on a day-to-: 


day basis on the balance outstanding), together with the 
life assurance Premium; intefest is payable- monthly. in 


arrears and premiums annually in advance. If, however,.. 


monthly pu for the life assurance are more con- 
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ee à Lois amount can: ‘he paid into the overdraft 
account, so as to meet future aniwual ae on the due 
dates. | |": 

*Another De ‘of scheme is PRT by` Target Life 


I Assurance Co:Ltd with’ the ‘Bank of Scotland providing ' 


the loan. This. allows. botrowers ro buy units in ‘Target 
unit trusts,.or approved investment trusts; up to four.times:, 
“the value of the cash which they wish to invest.or the units 
already held. Repayment of the loan can be by means of a 
“Target equity investment plan’ or Target property ‘invest- 
‘ment plan, maturing ro or 15 years after the original-loan. 
This type of policy should ' provide a substantial ‘cash - 
surplus in addition to ee the borrowing at the end. 
of the period. 


'The interest rate; which is Table i fluctuation ab: ee | 


outset, is fixed. for at least the first five. years for every ` 


borrower: Whilst the aim of the scheme Je to. assist’ Dt 


term investors, borrowers can exchange or increase invest- 
ments (from the agreed securities) during the period of the . 
loan; subject to the bank's agreement, Early, repayment of | 
the loan can be made at any time, ‘subject to Six months’ . 
‘notice. . 


National Pablos Life. ‘Assurance Co: Ltd has a 


vad 
: 
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scheme which allows the purchase of any stock quoted i in i 


The Financial Times which. yields less than. 7 per cent, 
subject to the company’s approval. The. deposit required is. 
25 per cent.of the value of the investment, and this type of- 
scheme will only be considered for those with an income in 
excess of £5,000. The term of the policy is 15 years, and ` 
the interest rates are high, being 11 per cent for a with-,: 
' profit policy and zo per cent for a non-profit policy. Early 
redemption can be arranged subject to one month's notice,. 
and a ‘service ‘charge of {£2 is made: for changes inc 
investments. 

One of the best bsa names in ds sphere is.that of the 


: London and Manchester Assurance Co Ltd. There i is the , 


. attraction that the deposit required i is only 15 per cent if a 


-. with-profit policy is arranged, or 20 per cent for a. non- 


profit policy., A fixed rate of interest is payable, which wil" 
‘not vary throughout the term. Interest is charged only on" 
the amount of Joan in use. The scheme is restricted to, 
investment and unit trusts from an approved list but; for ` 
those who are cáutious, there may be SE to: lose over. 
- that. - S 

‘One“of the attractions of this scheme must’ be sie ha 


— 
^a 


that a with-profit policy can be arranged at the same rate. ` 


of interest as*for.a non-profit policy. This means that not 
only is theré the capital appreciation on the investment ` 


trust.shares or, units in unit trusts, but also the bonus . " 


additions to the sum assured., Changes in investments, | 
although allowed, do-not appear to be encouraged, sirice 
there is a charge of Kio for. each change ` which, naturally, ` 


y 
^ 


~~ 


` 


must'be subjéct to the company’ $ approval. Early. redemp- ` we 


tion is allowed on.six months’ notice or SH six months"; 
interest is paid iri, lieu." . so "on 


Another scheme’ i is operated, by Toma Assurance Ce 


€ 


Ltd. As with some of the other schemes, the maximum P 


2 e 


loan is one, year’s salary, but the income requirement, at 


£2,000 per ‘annum, is lower, than for some of the other . 


' schemes; The minimum deposit required i is:25 per cent m 
the valüe of the, investment. The interest rate’ is liable ro: 
fluctuation, since it can be varied at: three months’ notice. 
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notice or interest in lieu. Investment can be in trustee ` 


_ Stocks and unit trusts with Yeoman’ S BEER 


-~ 


Unit t trust schemes.’ 


' Some ‘unit trust managers “have their own’ schemes. For ` 
-instance, Save and Prosper has a personal loan plan under ` 
» which a unitholder can borrow up: to 80 per cent of the. 
- current offer price value of his investment in units of the 
group. A loan will also be made for the purchase of units.. 


A drawback to this kind of arrangement is that repayment 


must be made within a minimum period of five years. 


Level monthly repayments have to.be, made, consisting 


partly of interest and partly of capital. Naturally, the 
- interest proportion in the early repayments. is relatively 
. -high, falling towards the end of the loan. 


A point to watch with schemes where the funds are 


D r D 
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What is its Proper Role? . 


` 


, by HARRY P. CEMACH, FCA, M.1.M.C. 


i 


KEADING Professor Perrin's views on ie Sg in the 


organization structure of the internal auditor (The ` 


„Accountant, July 20th) brings to mind the tale of.a Marks 
& Spencer executive who arrived, ‘breathlessly, at a 
- railway booking office. ‘Gimme a ticket’, he demanded. 
Where to?” “It doesn't matter, we’ ve got branches every- 
where.” 

I endorse gës professor’s view on internal auditors 


carrying out “management audits' with all my heart, but I 


.. beg leave to take issue with his organizational cafeteria on. 
. page 75. Stations A; B and D-should be closed; nothing 
short of direct responsibility to the board, the managing 
' director, the chairman or the finance committee will do. 
The reasons seem so obvious to me that I would not wish 
to devote space to arguing them. | 

When.it comes to what the internal auditor should do 
. (as-distinct from on whose behalf he should do it), there is 


- more room for argument. In fact; many internal auditors 


‘seem positively obsessed with ‘the idea of ‘operational 
auditing’. I must be one of the very few surviving ex- 


- internal auditors who has not written a paper on it. 


i ` s . ~ 


. Detail checking 


Me short involvement with internal auditing in the fores 
took place in Indonesia where I -worked for a large British 
plantation company.: We regularly visited and audited 
20-odd tea and rubber estates: On one occasion I was 


— 


-chécking the stores, and in due course turned my attention . 


- ito the charcoal account. L looked at hundreds of vouchers, 


placed my audit stamp on them,’ neatly ticked the entries 
in the stores book, checked the’ additions and verified a 
stock of 17,143 kilogrammes of charcoal. 
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provided by’ a finance Reinet is the rate oF interest, ma 
Despite the fact that the borrower máy be a high' taxpayer, 
this is something which needs to be taken into account. 

If a scheme is arranged at the present time, one cannot. 
assume that full relief of loan interest will continue to be 
allowed in the future..It is important, therefore, to see how 
a scheme might be cancelled, if it'should prove uneconomic. 
As has been seen, in the majority of cases, no’ difficulty 


‘should be éncountered over ‘redeeming the loan. Un- 
fortunately, however, if an endowment policy is surrendered 


before the maturity date, only a poor surrender value will 


_be payable in the majority of cases. 


Finally, timing can be, all important with this-kind of ` 
operation. With most of the schemes, the whole of the 
investment is being bought at one time, and so it is im- _ 
portant that the purchase should be made when prices are. 
comparatively low. ' 


ON 


Task and wat Internal Audit 


2 


I then asked the manager to show me his charcoal. He 
took me to a shed the size of Paddington station, opened 


„the door, and there was a mountain of charcoal. I looked. 


at it and. put my foot in it — if that’s the word. ‘How’, I 


‘asked ‘do I know that this is 17,143 kilogrammes of charcoal?” 


The. manager kept.a perfectly straight face and said: ‘Here. 


is a shovel, sir, and over there are the scales. Why don’t 


H 


you weigh it? Having gone through this sort of experience 
I shall be aquitted of any charge of wanting internal 
auditors to return to that sort of activity; to an approach 


‘which, in the context of electronic computers, has become | 


more pointléss than ever. 
On the contrary, I welcome the trend away from soii 


destroying, ineffective checking to an enlightened security ` 


patrol chiefly concerned with seeing that the defences that 
have been erected have not been dismantled and that they : 
are in good order and condition. , 

On the other hand, I am ere As e of 
Accounting .and Data Processing Abstracts, 1 see a large 
number of professional. journals each month, amongst: 
them The Internal Auditor. It is clear that some of the more 


-esoteric views, expressed in that publication are not neces- 


sarily those -of the Institute of Internal Auditors, ' but 
it seems to me that there is no other journal which, with 
such self-confidence, sets out such high eee for its 
professional readership. 

This can lead to what I consider an excessive ` level of P 
ambition. I noticed for instance in a recent article by an 


American author. the - ‘proposal that the’ internal auditor 
‘should send questionnaires to his company’s. customers to 


assess the efficiency of thé- sales function, asking such | 


„questions as “How: would you rate our company as:com- ' 


pace to all your other Kee — on such ESP as price, 
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de. ‘delivery; iherchandising- assistance: ‘and fulfilment ` wë very, rate: ‘exceptions, outside consultants ‘report to 


“of Promises?! The mind, ‘boggles... E na Kc s “mañagement.á and the" scope: ‘of’ their assignments is limited. ` 
l Lap mm BEA SCH - to what: ‘management | agree." External auditors have ' ab: 
E Excessive ambitións'. KE Eo Mu E ` soluté’ independence, in theory.— in “that they report to, 


` Welcoming the fact. tliat the internal auditor : now 'seés: ‘his: ` ‘shareholders and - Against extérnal standar: ds; yin practice, 
*-role-as‘ going ‘beyond its traditional scope, I would:like to: - ‘their’ ‘independence.i is not. quite. so. absolute. With absentee’ ` 7. 
^.consider how attainable_ and how. desirable. the ainbitions `, ‘shareholders, the: auditors’ appointment is ‘effectively i in the E ^ 
- are which i occupy so many-pages in Thé Internal Auditor: e “hands öf management. ‘And while the ‘standards they use GE * 
. They: cannot be written off — like thé: «passage: É quoted A" the “true and fair” criterion iri the case’ of: the’ ‘UK — are: 
«moment ‘ago — as, the: moré- extreme: and = responsible .éxternal,they are applied i in ‘a: iir limited way to what. . 


: outbursts of individuals: ^ - >. so management has decided. m 
, [would like particularly. to address pele to two con: Tf it. is- difficult enough tó * define" generally accepted: -- 
Ç cepts that are met. with again and ¿ again, namely: od accounting: principles, itis a great deal more difficult to. 


^ "IO thatthe internal. auditor should: concern himself not taniy -define criteria. of. efficiency. Obviously. there: ‘are common.” `. - 
E with security, but also ` With: efficiency. and. effectiveness; 4 ratios, inter-firm and’ inter- industry.: indices‘ that can: be 


p EE ` used as guides; but there is no single set'of.golden rules that ` 
is that. the ‘internal’ aüditor should ‘fot “restrict himself Io can be. universally applied.: ‘You simply cannot say that; in? 
ho ‘ensuring that that which should: have been done has/been terms of organization, centralization.must be moré: effective: - 
E | E done, and m ge any deficiencies he. . ment is préferable > ito an. authoris one, or that digs Gm 
E s in internal control, but that he should also pronounce. , counted cash flow is superior’to. payback.- .On.thoseé issues ss. — 
2 |. “on what: should be done; and how it should be doné; to 
and on countless others, there: is- no- -univérsal right: op 


s." ' put it bluntly, that'he should not-only draw attention to”. e 
3-5 ihe weakness of systers, but that he should also design. ER It depends apon the needs of. each’ organization: . 03 eS Ñx 


«stronger ‘systems. Eescher GE d NM AE MEN ua I e? 


I am ‘old-fashioned * endiigh, to: ‘Believe. that. manágers ` Security Qu Qu ou D cad e | EU TR NM 
“should be allowed to. manage.’ If the, internal ‘auditor sees - There : are areas, moreover; ;where des is conflict between” 


.. himself ás a:someone. who cari review and: report, upon the . secürity and efficiency. In paperwork and systéms; security oe 
“functions - of line. management, on ‘matters’ other than 's,tr aditionally : concerned. with: the: safeguarding of. thes, E _ 
.. security, then there is one fundamental issue that has to be ` or ganization’s assets; the ‘efficiency services: ‘are equally 
' faced: if.this achieves something that cannot be achieved. traditionally concer ned with cutting the cost of oper ating; 
. through the normal processes of management control, how. - which is affected — sometimes vitally a affected.— by the no ee, 


can He provide thiš essential Support without providing it of security that ‘is required, E e 
eo pony: SC EE " on. V. It may, be: that -the. simplest. system ` is Also: the most ` d 


E bag Së 


d e 
. If we say ‘that ‘it can bé: provided coitintiously, their p “secure; it is often’: SO, but need it always’ De soi. One heed’. 
. s sss ‘that we should’ be. providing it inside se and not only mention some of.the traditional forms of: check hec 


` outside — the structüre of line management. ' e .. separation of duties to prevent collusion; the cross- -check; . 
IL appreciate that the internal auditor can n to the | ‘the reconciliations-with total accounts — to realize that while; d a 
_ importance of. independence; because he'is outside line these may help. security, they do not, create simplicity... `~; ^ Mi 
asss he is able to comment:upon it: ST “. ' Over sixteen ‘years’, experience : ‘of’ consultancy Seier. ` 


I think.there is.a ‘danger here of corifusing SEH ments, I: have had to. fight many. battles with auditors: = po. J 
with i integrity. Tda not for one moment'doübt the personal external and internal — becaiise‘they felt: that Some of the." y 
- integrity, But T suggest that. the. base an. internal auditor things I wanted ‘to do, to streamline paperwork: detracted’. = 


“has within an organization limits the independence | he can ,from security. "On some of these ‘occasions . my "views: 
ee to have. I suggest, this for two: reasons: 7,. oce; `. preyailed, -Ón- others their views prevailed, on most we, — 


SC "The ‘first is the basic organizational’ point that he hash tatc -foúnd in the end a. "way. that' satisfied both of-us. "The point. + 4 
t^s ` report-to someone within the organization: The standing ^ 18. thať the, auditors were there'a as thé custodians. of security; - S 
E of the'internal audit department. might be such thát-he is. that was what : they were there to guard; the’ ‘efficiency: Was 
 — able to report direct to the chief; execútive, but be has to someone: else's. business. ` IL 
~: ._  Teportto someone. I.think that’ it places án unbearable- - . I-knów some- people say-that i is: wrong, . but: I think ES is~ 2: 
vl. strain on personal. integrity + for those ‘of us without a Tight. In a largé organization, in which  resporisibilitiés : š — 
GEN substantial’ private income — to be expected ` Dr POR o s must be ‘divided’ over: several. -people;' the, right, answers - E 
= pe Ken performance of those-to whom we are‘r eporting: , ^- stern from conflict. he aalen manager, wants to anm 
, a) n internal auditor has to work, within ‘the policy. frame: “ey ery. customer’ s ‘whim: “the: ‘production: jnanager . Wants: E 
“os. “work-of his, .company.:Any enlightened- management, will ` J 

ong runs in the. factory. If *the auditors are’ now going. - 


Y, ' Rave defined its aims, its- objectives: and will have formu- `. 
J lated the policies needed to achieve those aims. I carr see - “around searching: for efficiency; who looks after the security? š 


NEE that internal audit ‘could’ haye a ‘part to play. in review- ~.:. ‘There is,much that is wrong with our society “these days; >- 30 
^... ing the execütion of those policies, but T cannot see that i£ ..oné of its greatest. defects. is; that we have too much legis- > ^ 
copo thas’ any. “direct” part. to play in’ the formulation of the -: lation and- too: little" enforcement, Much: legislation. is theis 
^5. ^ policies:, By. ‘working. within the- ‘company;: internal. audit” '; result of trying: to find. better Ways of. doing” ‘things, orf - 
- must work within'its-policy framework.” . ^." Js us - stopping. undesirable: things, 4 ‘from being. done, but lack: of. 

x it is any. coñsolation; T «doubt: akala any 'outside-.. enforcement often -vitiates‘the. original ; intention. We want * 
- «professional: group can achiéve absolute. indépendénce..:; more énforceménit, hot less, of fewer — not. more — - rules and, e 
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laws. If this is valid for society as a whole, it is equally valid" 


for the individual organization; yet one gets the impression 
that the security elements of internal'audit^ work tend to 
have become, let us say, unfashionable. ` 

There should be no need to stress the importance of 


' Security, and of the challenge which EDP makes in that . 


connection. It is unfortunate that in many companies the 
formal link between the external and internal audit is not 
. stronger, but 1 see nothing mundane or lacking in challenge 


in the traditional work of internal audit, especially when it: 


faces up to the ever-changing pattern of information 
technology. 


At this stage, a word about computers. Here is an in- 


. dustry, an area of activity, with a growth rate that is — even 
after some setback — probably not far short of 25 per cent 
per annum; an area. of activity chronically short of skilled 
staff; an area of activity too young to have enforced proper 
professional disciplines on its practitioners. The very 
companies, that would not contemplate for one moment 
putting their accounts: department in charge of an un- 
qualified accountant do not show the slightest interest in 
the professional qualifications of their EDP managers. 
Properly documented, properly controlled computer 
- systems are amongst the most secure of all systems, but 
how many computer systems can be described as properly 
. documented and properly controlled? Hamish Donaldson 
lists the following factors as having inhibited progréss in 
developing effective management information systems: 
(1) People have not really established what their MIS is to do; 
they have concentrated on means rather than ends. 
(2) They have consequently been fascinated by computer 
technology and have ignored cheaper sources and methods 
of processing information. 


(3) They have not understood the limited quality of informa- : 


tion that can reasonably be expected to be.found in a 
computer system. The information that really matters to 
running a business is often not there, and cannot be. . 
(4) They have not assessed the cost and benefit relationship of 
proposed systems, but tend grossly to underestimate the 
costs and not to think through the benefits., 
(s) They have not appreciated the. difficulties in using 


computers. Men' are flexible,. inventive, adaptable and : 


loose in syntax; the computer has almost EES the 
reverse characteristics. 

(6) They have allowed computer specialists without adequate 
training to design systems for management. They have 


. not always taught them about management problems, ' 


nor, communicated effectively with them; and above all 
they have not controlled them adequately. 


Controlling computers 


There is a vast amount of work to be done in bringing 
Computer systems under proper control. Conceived in a 
hurry, tinkered with in’ order to make them work at all 


costs, one very frequently finds inadequate documentation. 


and a total disregard for the safeguards which in less 
sophisticated surroundings every auditor would insist upon. 
There is thus most urgent need for the control by the audit 
function over the documentation of existing procedures, 
over new program requests, programming changes, pro- 


cedure changes, and log book recording; over. access . 


control, the monitoririg of unauthorized access attempts, 
. and ovér processing restrictions. 


We are too = to toss around emotive words like 


H 
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‘positive’ and. ‘negative’ , ‘doers’ and ‘checkers’. Any work 
that provides -security should be under any definition 
‘positive’. I would sleep more easily at night if I felt that - 
internal auditors concentrated on their basic function, 

strengthened it and extended it, rather than dissipated 
their efforts by crossing over into fields which are the’ 
proper concern of line management. 

I subscribe to the view that internal auditors should 
check whether what should be going-on is really going on, 
rather than to the definition which sees internal auditing as 
‘the systematic review of each and every aspect of manage- 
ment activity with a view to ensuring the maximum utiliza- 
tion of human, financial and operating resources'.: What 
sort of an audit section would you need to do this and 
what sort of a salary would realistic job evaluation arrive at 
for the, post of a chief internal auditor charged with these 
responsibilities? | 

Let us now turn to the concept that auditors. 
should not only condemn unsatisfactory systems, but 
should also design satisfactory ones. There is an overlap 
here with considerations of effectiveness as against security, 
an aspect to which I have referred; but there is, above all, a 
conflict of loyalties. 

Let us take a simple case; an auditor, reviewing a certain 
activity, dislikes what he sees and suggests alternatives — 
which are accepted. At his. next visit, he faces a new 
situation, having to pronounce on the effectiveness and 
security of a system which he has designed. Human nature 
is such that he will be concerned to prove that his system 
meets the challenge that had been presented ‘by the former, 
unsatisfactory system. If the new system too has short- 
comings, he will be ready to find excuses, reasons, ex- . 
planations for these shortcomings; in other words, his 
impartiality will have been impaired. — ' 

If, on the other hand, as a result of audit criticism of 
system A, someone.else has designed system B, the auditor 
Is in a position to report, free from all bias, that system D is, 
or is not, better than system A; that system B is, or is not, 
good enough; or even, sometimes, that system A was bad 
but — alas — system B is infinitely worse. 


* 


Illusion of statis : 


I believe that. internal auditors dod remain free to 
pronounce on all systems with a complete lack of bias; 
I believe they can do so only.when they have never been 
involved in designing the.systems they are called upon to 
judge. It is an illusion, I think, for internal auditors to ` 
think that, by overspilling into management functions and 
systems design, they will enhance the status, the standing, 
and the credibility of their profession. 

On the contrary, every moment spent on doing what the 


. managers should. do, every hour spent on doing what the 


systems people should do, means a moment or an-hour. ` 
less spent on what internal dudit should do. The import- 


. ance of these things 1s growing, not diminishing; the skills 
. needed are greater, not less, than they ever were. The 


attributes of intelligence, integrity, rectitude, incorrupti- . 
bility, trustworthiness, reliability, sense of responsibility, 
sincerity, loyalty ánd fairness, are scarcer and therefore 
more desirable than ever they were; and the contribution * 


that the internal auditor, can make in his true function is 


more vital than ever it was. 


i 
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Cornwall Property's MN Potential. 


ORNWALL PROPERTY. (HOLDINGS) ` ~ this reels 
reprint subject — has nothing geographically to do with 
Cornwall, but everything to do with the new style of company 
that develops stróngly by acquisitions and through dealing in 


assets. ‘I'he company is based in Birmingham, and the Slater ` 
Walker group is a sizeable but not by any means major share- ' 


holder. With just under three million shares at the end of the 
financial year under review, Slater Walker Securities was the 
biggest single shareholder, but acquisitions will further dilute 
the percentage stake. 

The basis of the company’s growth is. property investment, 
development and dealing, and the property division is divided 
into three subsidiaries — Alliance Property Holdings, which is 
the investment company; Copthall Holdings, the development 
company; and Cornwall Estates, the investment/dealing corn- 
pany. 

There is also a trading division which is made up of the 
trading Operations of companies taken over as property situa- 
tions, and finally an investment division which invests surplus 
group funds- and plans to accumulate strategic holdings to 
enhance the parent company's bid position in worth-while 
undervalued companies. In this division a new company, 
` Fortress Alliance Securities, is expected to become increasingly 
active in the money market, 

The trading ‘left overs’ from acquired. asset situations are 
considerable as the breakdown of turnover and: net income 
shows:- 


Turnover and Attributable Net Income ! 
Net Income 





" Turno 
31st March Ke March 31st March 31st March 
l 1972 1 a ia VE 
` Rents Receivable 2,143,000 139,000 1,483,000  . 60,000 
Property Dealing: 3,062,000” 500,000 931,000 225,000 
» 5,205,000 l 639,000. : 2,414,000 285,000 
Retail Trading , 5,826,000, — 424,000 — 
Fertiliser Manufacture 1,015,000 —- 175,000 - — 
Wholesale Trading and Farming 30,000 , 158,000 (17,000) 15,000 
Funeral Undertaking : 483,00 — 133,000 sa 
House Building 1,400,000 —' 196,000 — 
Brick and Tile Manufacture 68,000 — 94,000 . — 
Banking and Investment 752,000 < — 22,000 oom 
f Transport and Maintenance 401,000 1,000 21,000 1,000 
. | , 15,580,000 798,000 3,462,000 301,000 
Administration and General Expenses d — 361,000 44,000 
p T © £15,580,000 798,000 3, 101,000 257,000 
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It will be seen that the group situation was entirely changed : 
during the year, the most significant step being the acquisition 
of Alliance Property Holdings which, as the chairman, Mr 
- Ronald Shuck says; ‘dramatically transformed the asset base 
and earnings potential of the group’. Alliance was acquired in 
November 1971 and Copthall Holdings the previous June.’ 

In the past year and during the current year to date, con- 
siderable progress has been made in rationalizing the property ` 
portfolio 1 in order to improve its quality and growth potential. 


Between April rst, 1971 and August 21st, 1972, group property: 


disposals,. before adjustment or repayment’ of mortgages, 
realized £8-96 million; so that the company is clearly well 
placed to expand its investment property portfolio by acquisi- 
tion of completed propertics or through its own development 
programme. 

Resources will also be used to expand ‘the trading companies 
where scale and growth, of earnings justifies retention and 
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expansion. As of companies — Europa Merchants, Webb's 
Garden Centres, Worth Buildings, London Necropolis — have 
- been sold, but occupied lands and Diopery retained Subject to 
leaseback. . 
‘Parallel objectives’, Mr Shuck Says, . ‘continue to be the - 
creation. of `a balanced investment portfolio of prime quality 
office, commercial, industrial and residential property located in 


; important growth. areas and the further expansion of the . 


established- trading | interests where growth of ae justify. 
their retention’. 

There is also considerable awik al in: property 
redevelopment. Acquisition of Alliance Property Holdings 
revealed some interesting examples of this potential. Inside ` 
Alliance there is Sutton Court, Surrey, comprising 66 existing . 
flats as well as under-developed land. It was a spacious develop- 
ment, when land was less of a precious commodity than it is 
now..So much,so that planning permission has now been 
obtained :for the erection of 200 flats in'four blocks comprising 

8 two-bedroom and 102 one-bedroom flats. 

Copthall Holdings, the development division company, has ' 
developments in ten towns and cities in England, as well as 
schemes in Dublin and in Tilburg, Holland — the latter marking ` 
the beginning of an intended extension of Continental activities. _ 


- 


Trading interests 


"Through the acquisition of Alliance E Cornwall ' 
obtained a controlling interest in Maidenhead Industrial 
Investments which used to be Maidenhead Brick & Tile: This 
company, owning some 69 «acres at Burgess Hill, Sussex, 
available for residential development, has expanded into house- 
building and development. At August 21st, Cornwall’s 60 ' 
per cent stake in the Maidhenead equity, ` plus £500,000 of. 
loan stock, had a market, value of just over £5 million. 

The fertilisers element in the company comes through 
Edward Webb &.Sons (Stourbridge), taken over as an asset 
situation, and this trading activity looks like being retained since 
‘substantial capital expenditure has been authorized. The : 
funeral undertaking company, London Necropolis; has been ` 
sold for £435,000; with properties retained subject to leaseback. 

Retail trading is represented by Chiesmans, the departmental | 
storé based at Lewisham and operating there, as well as at 
Gravesend, Maidenhead, Ilford, Tunbridge Wells, and Newport 
(Isle of Wight). Initial attraction in Chiesmans was the develop- 
ment potential of the Lewisham site. Appraisal of other stores 
is now going on. to determine whether or ‘not a programme id l 
` development spending is warranted. ` : 
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Acceptable 


The past year’s 30 per cent dividend is 2:2 times covered by 
earnings of 3:6p a share, and the boardroom view is that this 
: places the company “in a strong position for the development 
of its corporate plan including the continuance of the acquisition 
programme’. In other words, Cornwall Property (Holdings) 
‘takeover ‘equity paper is: acceptable currency. 

To emphasize that point a current-year dividend of not less. 
hak 30 per cent. is forecast on: capital to be increased by a ‘1 
“for 10’ scrip. issue. 
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Vau. e NE E Notes ` - MES $ £f "H 07 = SN EE Ge 
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` Another point to be made’ ii ditemptilig tó Gite de jn : OOD i 18, E in. x favour of the P & o SE with Bovis, 
be business.(as. inadequately indicated" by the voluntary record- F f despite the. deeply: divided opinion in’ the P & O `boar d= 
4 SH of deals) to the steëpñess of the moyement'in prices: is that... "tom, A positive, mood in favour of the. deal seems to. Stem" 


Jin a'professional market, "with à fair amount ‘of businéss being ‘from the negative view that if PS Oe chairman, by advocatin Ing. 
- conducted: by: professionals, for. proféssionals in professional .. the deal, admits: that P & O° “does” not:have the’ management ; 


“stocks, bargains. are apt to go. unrecorded, , (So, e ` o rebuild. itself, then Bovis’ management will have'to be bought | 
Che professional: stocks are those’ already given. their; stock | "on the high. prices: ‘of the: deal * terms. The opposition" s View is 
` Parket run: ‘through süccéssive acquisition, and other- operations. ` "that the price i is too BE t wu p M Kë 


à 
un D NON A i. ^ SO ah 
a LI 


` "and | now, clearly: vulnerable to-a break in general; market ,con=" , r E SE ES pe 3s s E m Pus RN a p 
- ditions. This is the.kind of time when the ‘Go’ goes and! ‘Whiz’. 4 
"becomes was, and. the shares of the: empire builders. and the y SUALLY D a comp any escapés . from take-over hie i is ES? 
"asset strippers look decidedly the:worse for wears. degree of confidence: ‘placed: in the board: of the: surviving 
" :Professional shares only, thrive on professional bull markets; 1 of the Qui But e WE be little confidence placed in the; board: 
“When the market turns, professional selling is fierce. And not °? the-Quinton Hazell company, and not only: because the chair-« 
| only; in shafés, The ‘warrants’ matket, another professi onal ‘tan, Mr Quinton Hazell, does not séem to accept the fact that. ` 
edifice,” has noticeably : 'crumbled. Nobody. Seems -anxious to share prices ‘can go dówn. M ‘well as: up. Mr Hazell” was: Wy 
puta ‘preservation, order on: it. Démólition. with. à view tọ: pr pared, even Gr to id is M Zem EE SE 
ossible s rebuilding’ later i is. thé ‘Vogue now: oe ruas ‘much less attractive form than’ the all-shàre.one that he- has: 
Ba " E E NE ` belatedly . rejected. - The: originally ` ‘accepted, bid : contained a 
e oe ur We "en HS DUE SO Tr “substantial warrarit. element. and. Che Quinton: Hazell director ` 
INDOUBTEDLY the. major. mew factor in. "the. British ,instruniental^in getting, that: changed to” an: Klee bid. was. 
economic équation is.the proving of the North: Sea ás a: “promptly thrown out; pu 
P majór oil-producing area: ‘he discovery-by Mobil Oil North Sea ` --Fortunately, : Mr: Hazell” S odd behaviour may. have. zët 
, of oil and gas 100'miles east of -the-Shetlands is. considered tó ` ` shareholders to accept Búrmiah's terms. rather than’ reject them. | 
; point to a field. bigger, than either: British Petroleum’s ‘Fé Gries ` “'Take-over operations have thrown up some ‘odd situations buf ` 
- field or-Shell-Esso's Brent. The: Forties. field off Aberdeen Is nothing: so. ludicrous as the chairman: accepting a-bid in a poor. f 
"expected: to’ produce ; 400,000, barrels" a: „day and, ‘given’ still - package, demanding the head of:the director who helps win an ` 
"bigger take-off from. thé areas further: north, . thé: target ‘of . “entirely, acceptable‘ ‘package, atid then rejecting: the bid d altogether 
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URING the jS wek ended: ‘September | I Loi, the 

Financial Times Government: Securities index fell from . 
- 71 “78 to 71-07 and the, Industrial Ordinary share index from 
'$09:3 to./502:3." On the fortnightly.. account, however, the’ 
Industrial Ordinary share index fell as: “much, as 14:1 points to 
leave the index 41-3 Points below: its record ‘peak of 5436. 
“reached four months ago. Despite "encouraging , economic 
. pointers and confirmation. of good progress at the talks between 
«the Government, the CBI and the TUC to find a voluntary 
solution to the inflation problem, there is widespread pessimism 
in the City about the chances of restraining wage claims without 


' a statutory prices and. wapo policy. SE caution: results from, 


_ this: pessimism.. 

' At the start of the new.accoutit on September 8th, prices fell 
"further. and on September roth the Industrial Ordinary share 
index was down-to 487-4; a fall of 14*9 points compared with the 
. previous Friday, which was the last day of the old account. 
Again, inflationary, fears were to blame, Perhaps sentiment was 
«not helped by the majority of the six analysts and brokers who | 
gave their views in the Sunday. Telegraph for September 17th. 
One said the market was oversold, that the secondary movement 
was likely to be upwards, that the market could move sideways 
around these levels for as long as a year, and that after the side- 
ways movement it would go. down again. Another sees the 
"Industrial Ordinary share index going up to. 7oo in anything”: 
from months to two-years and says the thing tó do now-is not 
to sell shares. ‘The rest, while some do not rule out the ee 
of a limited rally, are bearish. 

Analysts are no different from other people in that they are not 
- always,right, and there is comfort in the thought that the verdict 
of history is that it is often the minority who are right and the. 
majority who. are wrong: Certainly, most fortunes on the stock 
exchange are made by going against the trend, e.g., by selling ' 
before shares reach the top and by buying ` again before other 
buyers return en masse. 

Below we give our selections of fixed interest investments: 


Corporation Loans | ba m 


š 1972 
DÉI "U^ Price Yield High. Low 
‘ Birmingham 94 per cent 1979-- | 
81 .. 1021. 9-25 109. 100 * 
Dudley 91 per cent 1978-81 ue 100 . 9-5 1094 3. 
Dunbarton County 93 per cent ^ 5 coo g u 
-1977-81 :. 100 9-5 111 102 
, Glasgow 92. per cent 1 980-82 104 9:0 110 102 
Fixed Interest Stocks (Industrial, Commercial) 
"Land. Securities 63 convertible - ` ze d 
loan 1985... e 044 4:4. 170 * “> EN 
Associated Portland Cement 9 : VC act WE 
Der cent debenture 1992-97 — 921 98 107 912 
ICI 8 per cent loan 1988-93 . 83 9-5 DI. 82 4 
“Allied Breweries 7X per cent ` | I SE 
debenture 1988-93 ` e 764 ,9:5 83 78 ` 
Ordinary Shares d ` SS | 


“Ià Thé Accountant for July zs we : recómrhended the shares of 
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36; catt CH 98 5. od ithe gross interim dividend i is- 

' £467,833 compared, with £282,502, ' The dividend, payment of -* 
which is deferred ‘for one month ‘for tax reasons, represents an 
- increase of. 50 per ‘cent, on capital increased by the one for two 


capitalization i issue made in June.1972. This is a share to keep 


in mind when the. market picks up again for; along with Minet | 


Holdings and. Price Forbes, Alexander Howden are star per- 
- formers in the insurance broking: sector. when, times are good. 
- Sears Holdings ‘A and Grand Metropolitan Hotels selected in our 


issue of September 14th, have both held their ground in‘difficult ` 
markets, but Reckitt and Colman and BICC have declined ` 


somewhat, Reckitt and Colman’s profit for the half-year to June 


'3oth last was fio, 240,000 against £9,080,000, previously, but, 
investors expect á. lot these days and this performance. was 


4 


. ` 


apparently not quite good enough. However; Reckitt and: 
Colman are a high-class: industrial share: and the price will . 


of BICC advanced by £2:45 million to £15:84 million which, 
says the chairman, lives up to the forecast made last April. 


. undoubtedly improve when the market does. First half profits ' 


Despite ; the dock and building strikes and increasing national. 


anxiety as to whether vital early solutions can be found to 


achieve an effective control of inflation and establish orderly ` 
«industrial relations, he is confident, that results for 1972. will . 


show an improvement over 1971. The interim dividend: has’ 


been increased from 2-5op to 2: 75D. 
Below we give i ‘our current selections of or e hina 


j 


Qv o7 PJE - 1972: 

. Price. Yield’ Ratio High - Stage, 

Eagle Star ge 50p shares 518 2-9 — 618 496° 

General Accident ordinary 25p . ' 8 T T 

. shares: i 196. 3:3 — 234 165. 
Barclays Bank ordinary’ £i Ki LE = 
shares’ ` - 408 2-3 16:0 492 2898 ' 
National Westminster Bank ; B NES 
ordinary £1 shares .. 385." 2:3 14 6: 492 300% 


. Eagle” Star enjoys a higher rating than most composite 


insurance shares by reason of the high content of its life business ` 
and the possibility of a take-over bid. It has just issued its first ` 
' half. report (without figures) for the period to June 3oth last, ` 
and the interim dividend is raised from s:sp to 7-5p chiefly to . 
reduce.disparity between the intérim and final dividends. The”. 


directors say that investment income for the half-year showed a . 


substantial increase and that with better results from under-' 
- writing accounts and the balance of life profits from 1971 Uer 


forecast a “significant improvement’ for the.current year. | + 
General Accident produced quite spectacular, results for ‘the 


half-year ended June 3oth last. Net premiums written in the: =, 
` accident, fire and marine departments increased from {116 . 
. million to £143 million, gross investment income increased. from T 
£7,661, ooo to £9, 647,000 and profit before tax and minority- . 


' interests from £6,818,000 to £13,240,000. In the life department 


new sums insured, increased from £194 million to {280:3: - 
‘million and the 1 interim dividend i is raised from 2:75 to 3:2 5p per i 


_ share. | 


Barclays Bad. and” National Westminster ‘Bank. With. the- ', 


. final results of the big four banks only some four months away 


and with the ‘interim results: of Barclays: and National š 
_ Westminster up 37.and 31 per, cent respectively, it would be very . 
strange, given reasonable market conditions ‘at the time, (E the : 


shares of these two banks did not move up. In each case there; 


‘was’ an increase in. the interim. dividends and.it would appear ` 
"most unlikely that there will not be an. increase in both final ^ 


dividends. Since thé increase in Barclays’ interim. was from 


Alexander Howden — insurance brokers - at 178p. T hey aré now " 4'5p to'5p and in National. Westminster from A 125p to: 5: 25P, it 


176p, but what is more important for the long term, is that net 
profit before taxation for the six. months ended June 3oth, -has 
just been reported at £2,404,949,- compared with £1, 512,465 ' 


fer the corresponding penion last e Net poni after tax is. 


»* 


may be that the:latter is the more attractive buy. 


None of these-four shares should: be purchased until thereis a `` 


definite change for the better in: markets, or the promise of such 


a change. Then these’ shares will be among the first to move up. 
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u ] "expert, judging by the letters after his name, bat before anyone 
` follows the advice contained in his article, -1 suggest that the 


.| ` points which T have mentioned herein, : and others, need a little 
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Sir, — — Although a layman, I have read ihe T “A piss in the: 


Suni d, by Mr D. G. MacDonald ‘Allen, in your issue of August : 


24th. Before emigration in 1968, I: did not take advice on taxa- 
tion from my bankers, but my undérstanding of süch advice as 
I did take differs so much, in many/respects, from the views of 
: Mr Allen, that I am ‘alarmed that: my affairs may not be arranged 
Mcd best advantage. 
Mr Allen says: “To avoid: UK taxation, the intending émi- 

' grant . . must take active steps to establish a new domicile?’ 


My understanding i is that domicile is irrelevant in respect of ' 


UK. taxation on income and in respect of capital gains tax 


(though. relevant in respect of death duties.on exempt gilts). 


but that residence ‘has relevance in that a non-resident is not 
liable to UK taxation on interest from exempt gilts or on income 
arising. from ‘sources outside the UK or on capital gains, 
wherever arising. Mr Allen seems to be saying that I can obtain 
some other taxation advantage by establishing a new domicile. 


With regard to establishing non-residence (which, in spite of ` 
his assertion about domicile, Mr Allen does seem to consider. 


relevant)-I understand that, although the Revenue will consider 
each case on its merits, ‘the criteria are yell settled and, indeed, 
, publislied by the Revenüe. 


Mr Allen says that the Revenue will ask Whether the settlor - 


(emigrant?) has genuinely abandoned his domicile of birth, 
whatever that is. Why they should ask about domicile.in reference 


to residence, I am unclear. 'hey'havé not yet asked me; nor . 


even. if I have abandoned my domicile of origin; nor whether I 
have ‘created a deed of ‘domicile’; nor whether I have joined a 


. burial ‘society. , What -they ‘have asked me has followed the ' 


published criteria for establishing non-residence, e.g., whether 
I have a place of abode in the UK available for my use; the dates 
of my visits to the UK; my intentions as-to future visits. _ ^. 

With regard to gilts, Mr Allén says: “Nor are British govern- 


. ment Securities an investment for a taxpayer with an appreciable. 


income or annuity arising from the UK, as these inflate his 
notional world ,in¢ome at the expense of his UK i income and 
reduce his UK allowances against his tied income.’ 

It is, perhaps, a pity that he uses expressions such as ‘notional 
world income’ and ‘tied income’ which differ, L think; from 


. those normally-used by the Revenue in this context, but if by | 
‘notional world income’ he means the same.as ‘total income’ in ` 


the pamphlet on the subject published by the Board of Inland 
Revenue, I am puzzled to know why income from UK gilts 


inflates total income and (apparently) tax haven bank interest . 


`” does not. The pamphlet says: “Total income means total income 
from all sources ( including wife’s income) whether liable to UK 

_ income tax or not.’ ME 
With regard.to exchange control, he decries the non-emigrant 
who buys a villa abroad, on the ground that he devalues his 


‘Savings by 25 per cent or so, by reason of the investmént cur- ` 


rency premium. Fair enough - but he then forthwith advises 


a would-be emigrant to consider the investing of depositing of ` 
capital ‘in some other parts of the old. sterling area, no matter ` 
But, ‘surely, such investment or deposit would ` 


how remote". 
“also entail a devaluation of savings for the same reason? 

A layman: who: does not take expert advice on the thorny 
subjects of residence, ordinary residence, domicile and exchange 


control is, indeed, L a SE out. No doubt Mr der is an : 


nd da gi ) 


ú Yours faithfully, ' ` | 
` Malaga, Spain... A, H. W. Pp NORTON.. 


r 


[The deal leaflet R243, available from: EM Chief Inspector 


, of "Taxes (Claims), Magdalen House, Stanley Precinct, Bootle 20, 


indicates that a holding of exempt government stock depreciates l 
the value of relief for allowances under what is-now section 27 of^ 


'the 'T'axes Act 1970 as extended by treaties such'as. | the convention 


with Portugal (SI 1969, No. 599; article- 21). Whilst Mr Norton 
would doubtless include in his return any bank interest, abroad, 


it occurs to us. that a mentality more closely aligned with that of 


the middle-aged Spaniard- mentioned in' the closing words of 
Mr Allen's article might. 1 be tempted to regard such details as ` 


. an optional extra! 


Whilst we agree, of course; that domicile differs from residence, 
it appears possible that the expatriate' s foreign ties might weaken 


.to the extent of letting thim spend more than three months 


regularly in the UK each year. In that event, the remittance basis 
for one domiciled abroad would cushion the, rigours of resumed 
residence. - Q0 . 

As regards the advantages of investihg in the Ren e 
area, rather than a villa in the old external account area, a recent 
Parliamentary answer (Hansard, July' 18th, written answers, , 
col. 73) indicates that the 25 per cent penalty does not apply, ' 


‘and that there are also other advantages. The obvious inference 


is that the fog-bound Englishman should obtain as much advice 
as possible, both in the UK and locally, before moving abroad. — 


Rover Pa | l Géi 


a 


l - Rd N 


d Duty 1972 "e Ni k 


SIR, — I refer.to Mr R. M. Walters’s GE aide in your 
issue of September 14th, and in particular to the statement - 
towards thé énd of the article (page 324) that “There is nothing 
in the Act to suggest that an: amount settled on a spouse Will. 
attract thé surviving ‘spouse exemption š ‘since it will not: have - 
borne duty on the death of the first spouse . | | 

' Mr. Walters appears to have overlooked the amendment which 
has been made to section 32 (2), Finance Act rgs4 by paragraph 
26 of Schedule 26, Finance Act 1972, whereby, for the purpose . 


‘of the surviving spouse exemption, estate duty is deemed to 
have been’ paid on. the property". exempted from ‘duty op ‘the. 
-death of the first spouse. ' 


, Yours, faithfully, 


Birmingham, | EMT PHILIP J. COOKE, F.C.A. 

i [Mr Walter wes: ue EE to Mr Cooke for this correc- 
tion; paragraph 26 of Schedule 26 does in fact deal with this. 
specific point. ‘The original draft of my article was based ón the 
provisions-of the Finance Bill, and in revising it in the light o of the 


subsequent Act I regret that I missed. this ndo ] 


Y ” wes. 


Student Howlers HM 


Sir, - I read 'Mentor's* letter (Séptémber 7th ei id it 


"brought to mind a story L heard: when working on the audit | 
.of ən insurance company. 


‘A farmer, having insured lis ‘barn for a eubstantials sum, was 
very disgruntled when, he found that. the only recompense that 
he could obtain was for the'actual damage sustained or replace- 
ment of the barn. ' + ^ 

"Ihe life department of ie insurance company, were very > 
surprised to receive a.request to cancel à life policy on the ` 
farmer's wife, as what He wanted was the sum 2 assured, and not 
worth or replacement value! - 

| “Yours faithfully, 
a oh. REPLACEMENT WIFE. 




































ENT, Lancashire and Yorkshire 
were the names of counties frequently 
exchanged in introductory banter at the 
annual conference of the South Eastern 
Society of Chartered Accountants held 
last week at the University of Surrey, 
Guildford. Indeed, the opening could well 
have been that of a cricketing convention 
but for the theme of “Taxation — the new 
look”. The conference was chaired by the 
Society’s President, Mr C. F. Horton, 
F.C.A., and it rapidly took on a serious 
hue when Mr J. P. Hardman, F.C.A., gave 
the first address. 

Mr Hardman reviewed the main 
provisions of the Finance Act 1972 relat- 
ing to direct taxation; a very comprehen- 
sive brief in itself, as it included income 
tax, corporation tax, capital allowances, 
subsidies, regional development grants, 
share option and incentive schemes and 
the new provisions affecting leases. 

He made special reference to the 
amendment of paragraph 14 of the Sixth 
Schedule to the Finance Act 1965, which 
enabled capital gains tax to be payable 
over a period where sale proceeds were 
not immediately receivable. Section. 116 
of the Finance Act 1972 now provided 





that the whole of the chargeable gain was 
regarded as accruing at the time of 
disposal and not, as previously, in the 
years of assessment in which instalments 
fell due. However, Mr Hardman pointed 
out, if the person making the disposal 
satisfied the Board of Inland Revenue 
that he would suffer undue hardship, the 
tax on a chargeable gain accruing on the 
disposal might at his option be paid by 
such instalments as the Board should 
allow, over a period not exceeding eight 
years and ending not later than the time 
at which the last of the first-mentioned 
instalment was payable. 


Retrospective legislation 


As Mr Hardman observed, this amend- 
ment was designed to counteract certain 
tax avoidance schemes involving the sale 
of an asset by instalments payable over a 
considerable number of years; it had been 
known for the final instalment to be 
payable 250 years hence. The taxpayer 
then sold the resultant ‘debt’, which, 
being an ‘original’ debt, was free of capital 
gains liability. It was very important to 
note that the amendment was retrospec- 
tive, as chargeable gains were in respect 





Mr C. F. Horton, F.C.A., President of the South Eastern Society and conference chairman, 
right, in conversation with Miss S. J. Stead, A.C.A., Mr M. Holland, B.A., A.C.A., a speaker, 


and Mr B. D. Alexander, F.C.A., a group leader. 








Mr J. P. Hardman, F.C.A., explalñs: a com 
plicated problem. 


of instalments that fell due on or after. 
April 11th, 1972, and those that fell due 
before that date were to be regarded as. 
having fallen due on April rith, 1972. 
If the Revenue were satisfied, that the 
consequent liability caused undue hard- 
ship, they might allow it to be paid by 
instalments at their discretion. : 

In another lecture Mr Hardman dealt 
with the taxation treatment of divi- 
dends under the imputation system of 
company taxation coming into force on 
April 6th, 1973. According to his reading. 
of the Oxford Dictionary, the word 
‘imputation’ meant ‘aspiration of evil’ — 
on which he left his audience to ponder. 
During this talk he referred in particular. 
to the advantages that could in certair 
circumstances arise as a result of timin 
dividend payments carefully in the cur: 
rent and subsequent fiscal years. | 

The proposed corporation tax syste 
provided in the Finance Act 1972 was 
reviewed by Mr M. Holland, B.A, A.C. 
He outlined the salient points of the new 
system with its single rate of tax, divi 
dends which will in future be paid gros 
payment of advance corporation tax 
(ACT) and setting ACT against a com: 
pany's mainstream liability to corporatior 
tax. He then went on to describe qualify- 
ing distributions, franked payments and 
tax credits in respect of franked invest-. 
ment income. The collection of ACT was 

















d thereafter March 31st, June 3oth, 

tember 3oth and December 31st in 

year — or at the end of an accounting 
iod, if earlier. 


More. returns 


( mpanies required to render these 
ns, Mr Holland explained, were 
Se who. in these periods of the year 
had some franked payments and received 
ranked investment income. These details 
had to be returned together with the 
ACT payable in respect of them. 
_ Numerous examples were given by Mr 










necessary under the imputation tax 
system. These involved corporation tax, 


dividends, retained profits, franked invest- . 


ment income, and how ACT paid would 


be set off against mainstream corporation - 


tax for the accounting period under 
review and carried forward (when appro- 


priate) - against future corporation tax. 





Amongst such examples he showed a 
graph illustrating the relationship be- 
tween. company dividends to. company 
taxation during the years 1965-74. This 
indicated. that a higher percentage of 
pre-tax profits would be retained in 1974 
than i in 1965, with lower gross dividends. 

"he proposed personal tax system was 
succinctly described by Mr L. A. Hall, 
F.C.A. By way of introduction he enumera- 
ted. the defects of the present system 
with its separate and differing rules for 
man and wife, collection of tax at different 
times, misunderstanding of the term 
‘effective rate’ and the complex earned 
income relief for income tax and surtax. 
He then went on to the advantages 
claimed for the new system with its 
simplification of tax structure, smoother 
graduation and incentive to earnings and 
savings. 


Unification 
Substantially, Mr Hall observed, the 
ange was from income tax and surtax 
relief for earned income to unifica- 
into a single graduated personal tax 
ne way up the scale, with a surcharge 
higher investment incomes. Hence, 
the abolition of earned income relief, small 
icome relief, age relief, surtax and 
standard rate. Instead, the main features 
would be personal reliefs to compensate 
for the abolition of earned income relief, 
a basic rate of 30 per cent, higher rates 
from 40 per cent to 75 per cent on bands 
of income above £ 5,000, and an additional 
rate (investment income surcharge) of 
15 per cent on ‘investment’ income above 


£2, ooo. The PAYE scheme would extend 


















ies t or cac “calendar quarter = 'com- xs 
ing. April 7h to June 3oth,. mon, - 


Holland of computations that would be. 





nc higher rates, 


within PAYE would be l | ) 
at the appropriate basic, higher, and, 
where applicable, additional rates. ` 


As the definition of investment income 


in the Finance Act 1971 was “any income 


other thàn earned income' Mr Hall 


felt it incumbent on the audience to 


note particularly the definition of earned 
income in the Taxes Act 1970, section 
530. 


Value added tax 


Despite travelling difficulties, Mr K. S. 
Carmichael, F.C.A., F.T..L, managed to 


arrive in time to give a comprehensive 
discourse on value added. tax. He was in 
the United States of America when the 
conference started and his creditable 
travelling performance in the face of 
many adverse circumstances was only 


equalled by the standard of the two lec- 


tures. he gave on the new tax which 
involved the entire population, whether 
in business or otherwise. 


VAT, Mr Carmichael explained, woüld 


be charged on the taxable supply of goods 
or services supplied by a taxable person 
in the course of a business carried on by 
him (or her) and. payable by the person 
supplying the goods or services. He then 
defined these terms, in the course of 
which he emphasized that a taxable 
person was one who made, or intended 
to make, taxable supplies while he was, 
or required to be registered for VAT; 
something employees and subcontractors 
should bear in mind. 

Mr Carmichael suggested that there 
were four main factors to be considered: 
first, that companies with only internal 


Shirt- dova Gren fot a section Si the audience. 


‘not lose relief for VAT suffere 








tax); secondly, that they ensured 
the correct charging of VAT (output tax 


thirdly, that. administrative | procedure 
were kept on an economic level and: 


use made of advantageous cash flow pri 
to handing the tax over to the Customs ` 
and Excise; and lastly, that the place ` 
where the supply occurs should be ` 
seriously considered in the case of com- 

panies with overseas transactions, be- 
cause of zero-rating. Needless to say, all 
the foregoing points applied with equal ` 
force to sole traders. and partnerships. ^ 

For the first year of VAT’s inception, 
Mr Carmichael thought, HM Customs ` 
and Excise would have an administrative ` 
‘run-in’ problem; thereafter, it was very ` 
possible that, when Customs and Excise ` 
inspectors began to look at retailers’. 
books of account, the exchange of infor- 
mation with the Inland Revenue could: 
result in a new surge of back duty 
investigations. 

All those attending the conference ~ 
and they numbered 200 — were of the 
unanimous opinion that it had been 
highly successful, and the chairman in his ` 
closing address paid great tribute to the. 
four speakers who had dealt with their 
intricate subjects with humour, lucidity 
and effectiveness. 

Special guests at the course dinner 
included Mr K. J. Sharp, T.D., M.A., 
F.C.A., Vice-President, The Institute of 
Chartered Accountants in. England and 
Wales; Mr L. H. Clark, F.C.A., and Mr 
W. R. McBrien, F.C.A., members of the 
Institute's Council; and Mr E. E. Hunt, 
M.B.E., the Institute's Director of Post- 


qualifying Education. 
























FO SC E NI 
, } EE ie n - 3. D 
& 280 1972" 
a Ze ñ 
zt, A e SCH E Pa Wu . n " s 
dé t A a gi A `x Ge ` x 3 t 

















js op ES" EN ^ eA, 
vx ^j E H Y tages 
~The? School ‘of Accoún úntaney ` S le. at this is outstandin ; examination n. 






“success. récord, K 


ogra E 





$ Business Studies. offers; jou 


A 















































: specialist home-study- courses ui i Pb r.29;000- passes i in English: 
::the: examinations: ‘of J^ AN "Bots and 1 Irish. €. A. examinations e 
"The Ínstitüte. of: SCT A ` 2 rer, 20; 000° passes in in. he. 
"Chartered Accountants 7. o BAC. AS “examinations ; -, ie 
(English, -Scots and Irish): .: .: | a Over 18,000. passes i in ‘the? rt 
The -Association. of Certified. ELS. T. C. M: A "examinations. 
-Accountañts ; ee a ass "¿Ma dnij tion -examitiation. courses including : 
The Institute of Gost and: So ria Programming, T'amation, » E S : 
E Mans andgement.A Accountants .. "iaa, M Management Techniques. S 





d'W: . ` 









e. £ 


Business € A 


2 d “Accredited by the Council for the Accreditation o coriesbóndencs cólieges. 
E. TO GU T p Member. of the Association of British | Correspondence Colleges: . — - ` mm pm. 











ho e mm - mim ` est "` wam ` 
š Yo der 





Te Your’ ‘way, to. suécess starts here! >> E POST THIS COUPON TODAY e 


, ç 
+` 4 o Ñ SOM. [3 » ` ` D 
To: * ` ee? er - 4 €. .2 ` a. pke QM a en r 
» 


EA e go Drei 


L “The School of Accountancy. & ` AN. cc gy ae MM n geen ce NN 


- VI a"n b w a 





, " Y ç . 
H D D r - H ^ - H D =. 5 y 
a ee d pa " Sr ox e - PER 7 P NM N Wi v H ; e » d 1- 4, A , 
- M š ` “ ` "MEE . ame. ` E 
T usiness tu ies fO " "i , en NS E E [0 . 4 t bie ID Deg . ARANDA DA ARRUINADO PAYNE ERA PA ra mean ees —— ———— caapi casted 
D ` rm e Gë á d : P n af Ln e? " H rg. ` 
` ^ € LEE F H E 


| 107: ‘Regent House; Stewards Road; “London, Swe’ AUT Co ws Am ERO ME PN E 
se SI : Or P a : D 2 aut SS 2 ` ? Tel.:01-720. 1983" - » i ee sss s OT UA EZ 


dr? 107 Regent House, 341 Argyle Street, Glasgow G2 8LW. Tel, 041-221 2926 ; — | 


` 








1 4 a "A . ` P * A^ D 
^ 4 u S i H ^ 
Ç Br" e di NE BCE A = a st tay x Dee Toa >" e y. t t DP T - e q 
` zi - atat 
-— ` wm wm “wa — - = ` "mm. = - m. emm wm - - mum mm | . wam - -— -—— mm. ` ass wm: em ` mm. EN - --— - Mee, 






ex fes 





n 2l X r ` ME d = a Y ey A 


iH HOLBORN 


t 
^A "e 
- 


KÉ Af o h 


ne Shipley (STD: 





Lie as D 
RE 2 et. 











D 
uU E 
Tg D 1i, 


` - 


- 
' 
= ` D S P ^ 
4 x 
- La ké S " THE D 
e - : 


a ae ra "uL ARM EE RS ACCOUNTANT Dr MAG. mE | September 28th, 1972 





` LAW ‘STATIONERS. i ce 
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: che ‘COM PANY AGENTS ` ' : ` ie, 0 O three Services. ` | 
* ^ .€ | Draft.Memoranduin and. Articles - |^ | | "And every year we forget. the thousands who live op — after 
£ Dost * E `| | afashion. . 
E e | SC piled SE || | For the.dead and ‘maimed are not the only casualties. All 
001 9. | Company Sea E ‘too many Soldiers, Sailors and Airmen sufféf:.mental 
1,9 | Notepaper, Bills, etc., printed | ` >| | breakdown through over-exposure to death. and violence. 
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Ü | - | | than.'they could. We run our own: Convalescent Home. 
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Se ak ZU. ^* .- | b Money alone can't pay our debt. But it can go a long way. 
-inclusive < ' - S || Please help us, and please tell your clients about us. too.” 
| SEN? " V TIT “They' ve given more than they could— 
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- wants to sleep when pun IS 
perhaps being made? 

"The credibility gap between executive 
and delegates — so evident at past meet- 
ings of (bus nature — was gone. All the 
proposals from the executive were 
extensively documented and the opening 
speech from the President, Peter 
: Pennington Legh, stressed that it was 
the delegates who made the decisions — 
the executive merely made suggestions 
and recommendations. He added: ‘As 
‘the largest professional student body in 
-the world, the development of the pro- 
-fession is our concern! And now this 
‘concern was translated into policy at 
Bisungham. 


























NI tional body 
i national body with the suggested title 
The Association of Junior Chartered 
ntants’ is to be formed. The pro- 
for this major reconstitution of 
from a federal basis, contained 
per by Peter Pennington Legh, 
accepted as a working model and 
/ be circulated to member 
their comments. The logic 
change may be obvious, 
egates to endorse it so 
8 a great triumph for 
sures that the respect and 
njoys is guaranteed to 





.only been docu- 
ly and were no doubt 
the publication of 
id hoc working 
ieties) of which 
recommending 
S —were rejected 














be taken at the 
n the details of 
ill be agreed on. 
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Peta: Pennington Legh, Prësidant of ACASS, addressing the Council’ s delegates in gener: 


session. 


Abolition of articles 


In spite of the Institute’s recent pro- 
posals to alleviate the problems created 
by the restrictive market forces of 
articles, the council has endorsed a policy 
recommending the abolition of articles. 
At the council meeting last March in 
Nottingham, frustrated delegates made 
one last effort to achieve flexibility in the 
present arrangements and for the past 
six months the executive has been trying 
to achieve this. Now there will only be 
discussion on what is to replace articles. 

Delegates were adamant that in the 
place of articles there must be some sort 
of agreement giving both sides obliga- 
tions and responsibilities, the policies of 
which will be laid down much more 
rigorously than at present. Terence 
Webb, Secretary of ACASS, commented 
in this context that ‘the Institute pro- 
ceeds at the pace of its least enlightened 
members’. 

One of the most encouraging aspects 
of the council was the continuing deter- 
mination by most of the delegates to 







was devoted to conditions 


wide range, oft 
improve the profession by positive action. from th T 
Although a decision on “graduate. entry EAE 4 
only’ was defeated, informed. delegates "th 
and AR Ue of. Pu. executive were . 


[s Se | this a created: p later 


1 4973 of 37p (1972, 2 5p) the final: decision 


should. not be c granted v without. P ud d to “be made in. March, and by the wish 


examination, and examinations should b: 
more sophisticated. Specialization w 
inevitable but it was felt that it shoul 
take place after formal training. Disco iet 
was expressed that insufficient, time was 
now devoted to formal training and tha 
four years should be the minimum. o 
all under present conditions. The sugge: 
tion of sub-Institutes was not accept 
as delegates were unsure that such su 
Institutes would be pre-eminent in: 


divided fields. 


Conditions of employment. 
It was disappointing that so li 


ment — where so much con 
been raging in past 
council seemed relu 
hasty action on: sal 
But this is probably. 
other enlightened p 
about the desired 

The ability ‘of 
and decide. with 














Gegen b 
the acceptance in principle of a levy 

















Pennington Legh modici 
Lickiss first, who in turn pro- 
express.: concern at the waning 


g and strategic SEN ge at the SCT 
bere a room had been set aside for the 
e of the consultants from Arthur Young 
agement Services who were running 
course. Two temporary telephones 
installed and they, together with 
computer terminals, provided the 
; with the powerful G.E. computer 
iplex in the USA. 


Case study 
an the participating students and some 
20 visitors from Denmark lived in the 


college and worked for part of the time. 


m a. business forecasting case study 
involving a pottery firm. ‘The terminals, 
tic modems and the telephones were 
to contact the computer, which by 
an Arthur Young program called 
XX, did all the calculations for 
plan. The terminals were 












and. to receive back the 





Y Stoke-on- 









S Winer on N Friday Rei Ernesti 
a and Michael  bacue were the j 


> data files for all the nine 


teries Ltd’, a 





shelf where he belongs’. Expressing 


concern that ACASS must face. up to the 


future, he asked whether the student body 
was ‘strong enough, thoughtful enough 
and responsible enough to meet the 
challenge’, In reply, Peter. Pennington 
Legh left no doubt that this was what the 
council was all about. ` 


about the past results of the company, its 


history and management, and were then 
divided into syndicates to work on thesolu- 
tion of the company's particular problem. 

The company needed to finance the 
purchase of some new kilns costing 
£300,000, and was unsure how much of 
that sum it needed to borrow or, for 
instance, how much it could generate for 
itself. By means of staged interviews with 
the executives of the company - all 
portrayed admirably by the AYMS 
‘strolling players’ - the course members 
were given various pieces of information 
about the company’s future prospects. 
They included sales growth, change in 


p? no | doubt about pris dates sho 
received — 


the charter ee back on the top. 


discussions. A South African accountant 







it must be defined and ji 
fied - and he added ‘is it correct to. 
examinations be so important? = 

Delegates from Scotland and Ireland: 
were also present and took part in the 



















Keith Kendall, who is involved in studen 
affairs, also attended. 














agement Accounting and 


costs of production and the payment ` 
terms for the new kilns. | 
On Thursday, the first lecture was an | 
introduction to Delphi XX and its use j 
as a vehicle for strategic planning. It was / 
explained that the program worked on. 
the basis of the answers to 53 questions. - 
These questions were concerned with 
growth rates and the relationships of | 
items of cost and revenue. Some of | 


the questions asked were: What is the 
anticipated growth rate of gross sales per | 
quarter? What are the values for fixed 

direct labour costs per quarter? What 
are the ratios of variable overheads to. 
cost of goods produced? There was prosa 





ott, group leader. 


Prior to attending the first lecture on Thursday afternoon at the. "Taylotián: Left to right: R. 
Robertson, Peter Spring, M.A., M. LM.C., a course organizer, Bob Gooderick, and Jeremy 




















“using this as supporting detail, 
students prepared an application for the: 
-+ funds required to finance the installation - 
ed of the new kilns. These were then. re- 
ided viewed by the course tutors and a prize- 

ne of two bottles of champagne given to Sek 
^ syndicate which in their opinion. had £t 





| of ten. ‘reports. incorpor: ü e th 
changes required. On’ Sunday mornin 


xc AS produced the best result. 







Tn addition to the lectures and scenarios 
^. relating to the case study and Delphi XX, 


W TÉ. there were interesting talks on VAT 73 








sidering the 
ing to interviews 
tives of the com- 
ade any changes 
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lent z al: course at 
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ply to commerce. 


ears ahead and. 
q arters, a total : 


friday evening 


‘the way in which 


iderable reference 


‘aij and budgetary control and standard 

) A costing. Many students found the VAT 
for > talk. particularly interesting in the con- 
rO- text. of both their work with clients and 
s- their personal interest. Certainly it was 
‘clear from the questions asked that 
‘there needs to be a great deal more 


Government publicity if this far-reaching 
change in the tax system doesn’t add to 
the existing problem of inflation. 

The lecture on budgetary control and 
standard costing traced the method of 


installing such a system and related the 
. method to a particular company and its 


Study Time at .. 


Birmingham Students’ Annual Course at Oxford 


was made by the speakers to last year’s 
annual accounts of Guest, Keen and 


. Nettlefolds, Davies & Newman Holdings 
and the prospectus issued by the latter 


in September. There could not have been 
a better choice of lecturers than Mr John 
Anderson, M.A., A.C.A., Barrister, prin- 
cipal, Caer Rhun Hall, and Mr Ronald 
Ind, B.A., F.C.A., principal, Chart Midland 
Tutors, assisted respectively by Mr 
John Bartlett, A.C.A., and Mr Stuart 
Anderson, B.SC., A.C.A., to unravel some 
of the difficult areas. 

As in previous years, the course was 
divided into two sections — six groups for 
Part II students and four groups for 
Part I students — each group being led 
by a qualified accountant, an arrange- 
ment which again met with the unani- 
mous approval of students as it assisted 
greatly in settling problems raised during 
the discussion period. | 

Part II members received from the 
Caer Rhun Hall lecturers a weighty 
and useful manual setting out the lecture 
subjects and case study problems. Among 


Es atre vas 
the “gripe with reality a little by: 

budget of standard. ` hours A 
| material provided. d 


e irpo m visitors 





















ng t 

activities and ramifications o 
pany, and Professor David 
discussed in an informal way tl 
his long-range inquiry into edu 
training for the accountancy pre 
Mr L. Dudley Morse, a Vice 
of London CASS, was chairman 
course, and he was well supported : in hi 
task by Mr Peter de Winton, chairma 
of the programmes sub-committee 
the Society. The programme was organ 
ized by Arthur Young. Manageme 
Services, using seven of their consultan 
in various parts of the course. Messr 
Peter Sargent, John Chambers and Yet: 
Spring carried the main workload. 










































the aspects covered for Part II stud 
were published accounts, group accoun 
consolidations and standard costing. 







Statutory requirements . 


Mr John Anderson emphasized the 
to present adequate information to 
management and creditors. ‘The 
panies Act, he reminded his au 
clearly laid down the minimum : 
of. information to be included 
company's accounts. B m ut 

The aspect of materiality x was em 
sized if shareholders were give 
much information, they would. 1 
to see the more Dee m 

































holders: in E pe | source. ‘and | 
application of funds statement. ` x 




















] din. examining ‘mature’ companies 
e used the published accounts of Guest, 
K n and. Nettlefolds. Also examined 


ake- Trust, SE by The 
titute of Chartered Accountants in 
England and Wales for the last time 
rior to the handing over to Chartered 
countants Trustees Ltd. 

On the Davies & Newman Holdings 
rospectus, Mr Ind pointed out that a 
jspectus provided a series of profit 
gures which enabled those interested 
forecast future profits, He wondered 
nether the eight columns of closely 
rinted figures in that company's pros- 
pectus would be confusing to a lay in- 
.vestor in Surbiton or Solihull; surely, 
be said, the role of the accountant was 
to simplify such figures into a single 
olumn, thereby assisting the would- be 
investor with his decision. 

On GKN's accounts, Mr Ind acted 
hat directors’ shareholdings (including 
milv interest) were recorded as a note 
y the profit and loss account, although 
nder section 16 (1) (e) of the Companies 
Act these should strictly be disclosed 
in the directors’ report. There seemed, 
said Mr Ind, little logic in including 
this information as a note to the profit 
; and loss account. The notes on account- 
ing policies stated that. research and 
development expenditure was written 
off against trading profits as incurred. 













There seemed little doubt, he said, that 


in view of the scope for wild fluctuations 
in R & D expenditure, the amount written 
off each year should be compulsorily 
disclosed. 


Informal talks 


Two informal talks were given after 
dinner on Wednesday and Thursday. 
The first was by Mr J. A. Collier, F.c.A., 
group chief accountant, Guest, Keen and 
Nettlefolds, who spoke on "The practical 
aspects of producing group accounts of 
an international group'. On the following 
evening, Mr Colin P. Smith, MA. 
LL.B., F.C.LS., partner in Smith Keen 
Barnett, stockbrokers, spoke on ‘What the 
market analyst seeks in company accounts”, 

Mr Collier outlined what the board of 
directors of a group would like as ac- 
counting information. This would be: 
the presentation of financial information 
during the year on the same basis as that 
adopted in the annual accounts; the 


purpose of, and the need for, information 
should be subject to regular review, and 


some form of internal audit was required 
in order to exercise control over the 
standard routine accounting. 

He also dealt with some of the difficul- 


ties likely to be encountered in practice 
through newly acquired companies and ` 


those overseas. It was, said Mr Collier, 


increasingly necessary to draw up a ` 
separate set of accounts for consolidation. 


purposes, and in the case of overseas 
companies, figures prepared in the local 
format needed to be recast to comply 
with UK requirements. Overseas coun- 


tries, he continued, were bringing out 





accountancy odies 
accounts were bein 
tax. aspect rather tha 
fair view” approach. | 


The 


investment ana 


. Smith, was first cousin to 


and the company's repor 

were one of the most impor 

his trade. However, whereas the accout 
ant was concerned mainly to 
true and fair view' of what had ha ape 

in the trading period, and the state o 
affairs at the balance sheet date, th 
analyst was primarily interested in th 
future. Usually concerned with th 
prospects for the ordinary shareholder, 
his job was to assess the prospects. for 
growth in earnings per share, in order 
decide whether the shares were mtrinsi- 
cally cheap in the market and should be ` 
bought, or whether they were expensive 
and should be sold. — 

Analysts were grateful for the high. 
standard of UK accounting practices and 
the wealth of disclosure, by comparison. 
with other countries. Nevertheless, ac-. 
counts were still subjective documents, 
with consequent limitations, particularly. 
in relation to such items as stock values 
and adequacy of depreciation. 

Guest night dinner was held in Hall 
on Friday when Mr P. R. Jones, F.C.A., 
chairman of the Society's Joint Lecture 
Committee, proposed the toast of the 
College and Dr € ourtney Phillips, Senior 
Fellow of Merton, responded. Among 
the guests were the President of the 
Society, Mr Gordon Š. Major, T.p., 
B.COM., F.C.A., and Mr C. A. Lee, F.C.A. 
President of the senior Society. 
















Brian Cole, the Society": S treasurer, 
escorts one of the lady studente to the. next 
lecture. M. 





"reg j. GLANVILLE, DS. e A, 
has been the partner in charge of their : 
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, Liverpool La ASY x on October 
72. At that date Mr RONALD JOHN 
FCA will become a partner 
E Ee & Go, whilst Mr 











Serge the office at 6 Ge 
Warrington will be closed on 
Y 31st, 1972, from which date 
HS will be resident at the Liver- 




























r practices will be ig 
ombined practice will be 
ad der d a 


8 Co, ‘Chartered 
that? Mr dub un 


^| and Mr, DUNCAN Swain, 
P announced their intention to retire from 
a ot practice o on. 7 


Italian practice for a number of years. 
DeLorrrE & Co announce the retire- 


ment on September goth, 1972, of Mr. 
L. RUSSEL TURNER, F.C.A., senior partner 


in their Liverpool practice. 


Mr ALFRED EDWARD JACOBS, F.C.A., 
F.C.A., have 






ptember qom alee The 


n a consult: S Segen. ` 
i E MTZPATRICK & Coe Liver- 








xo EN announce that as from October rst, 
` Les the Liverpool practice of Lyrracow, 
- NELSON & Co will merge with them and 


the combined practices will be carried on 
from 42 Castle Street, Liverpool, by the 


existing partners of PANNELL FITZPATRICK 


& Co. Mr Bertram NELSON, C.H.E., 
F.C.A., will be. joining PANNELL 
Fitzpatrick & Co, at 42 Castle Street 
but will remain a partner in the London 
firm of Lrrucow, NELSON & Co. The 
London and Southport practices of 
LrruGow, NELSON & Co are not involved 
in the change. 

Price WATERHOUSE & Co (United 
Kingdom firm) announce the retirement 
on September 3oth, 1972, of Messrs 
H M. Anous, CA, and D. O. BAILEY, 
F.C.A. ; 

Price WATERHOUSE € Co (United 
Kingdom firm) announce the admission 
to partnership on October ist, 1972, of 
Messrs C. M. BurLeY, ca, F. E. H. 
JACKSON, A.C.4., M. G. WALLER, A.C.A., 
and R. W. WHITE, F.C.A., who will be 
resident in London, Mr P. L. JoHNson, 
F.c.A., who will be resident in Birming- 
ham and Mr K. RAWCLIFFE, F.C.A., who 
will be resident in Leeds. All are senior 
members of the staff in their respective 
offices. : 

SIMPSON, WREFORD & Co, Chartered 
Accountants, announce that they 
moving from ‘Temple Chambers, 3 
Temple Avenue, London EC4Y oET 


AN R.R.C. HOME STUDY COURSE provides the simplest answer. Backed by 4 years ` 
of postal tuition experience and over 220,000 passes, it assures your success in all the. 
principal Accountancy exams, and also in Banking, Book-keeping, Civil Service, Computer | 

Appreciation, Costing, G.C.E., Law, Local Govt., Marketing, Secretaryship, etc. — E 
l Free 100-page book (without obligation) on application to Careers Adviser. ` 


THE RAPID RESULTS COLLEGE © 


DEPT AH3, TUITION HOUSE, LONDON SW19 4DS 
01-947 2211 
Accredited by the Council for the Accreditation of Gorrespondence C MENGE 


| and 4212) 3. 





M. S. Moon, 


present managing director of Clydesdale 


are 


(Scarborough). 










“LESLIE A. Wa ARD AND. PARTNE 
tered. Accountants, announce 
from October. rst, 1972, the 
working in association with ERI 
& Co and Epwarps, Trew 8 ( 
16 Great James Street, London: 






























Mr C. A. TRILL, Ae CA. 
the partnership on October t 
Messrs E. J. N. NABARRO, F. 
TWYMAN, F.C.A., R. F. ATKINS. 
B. A. PENDRY, F.C.A., will joi i 
on the same date. LES 


WILSON, DE ZOUCHE & Mac 
Chartered Accountants, of. 123 
Buildings, Liverpool, announce tha 
F.C.A., and Mr P. R 
WILLIAMS, A.C.A., GC being admitted. 
partners in the frm with effect: f 
October 1st, 1972. 
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APPOINTMENTS ` ` 
Mr Gordon A. S. Currie, E. CA b 














Commonwealth Hotels, has become chair 
man, and Mr J. K. Kilgour, C.A; currentl 
financial controller, has been sppointe 
financial director. | fuus 


Mr Kenneth S. Daan - F.C. CA 
F.T.LL, has joined the Burton Group as 
group taxation adviser. 


Mr Philip Hannam, F.c.a., has been 
appointed financial director of Lloyds 
Industries International, He had be 
company secretary since the company 
flotation in March 1968. 


Mr L. G. Inwood, A.c.c.a., has bee 
appointed financial director of E. & 
Berg and its subsidiary companies. 


Mr G. J. Kinsey, A.LM.T.A., forme 
chief auditor and technical assista 
the Treasurer’s Department of Eshe 
(Surrey), has been appointed secret 
of the Hanover Housing Associ 
Hanover is. a charitable organizat 
concerned with housing elderly peop 
with headquarters at Egham, Surrey: 


Mr J. D. Pepper, F.C.A, has bee 
appointed financial director of Plaxt 










































indian | D. s AC. A has 
appointed financial director of the 
w EMI ege EME Sound & 






duit No. SCC Is now ER Ge 
M Customs and Excise. This is in two 
rts and explains how VAT affects 


some of which are taxable and 


rti exempt must account for Y AT and 
) “Self- 
upply (Stationery), deals more speci- 
cally with the payment of VAT by a 
erson whose outputs are all exempt (or 
tly taxable and partly exempt) and 
instead of buying stationery and 
€ t printed paper matter from an 
outside supplier, produces it himself for 
e: within his own business. 

The booklet supplements the informa- 
ion given in Notice 700 (VAT: General 
de) and Notice 701 (VAT: Scope 
coverage). Copies can be obtained 
n any Customs and Excise VAT 
ce, or by completing the reply paid 
x enclosed with the VAT information 


: “the 


businesses. supplying goods or 


Sheffield and 





: . INSTITUTE: s 
OMPANY TAX COURSES 


i A country-wide series of one-day courses 
e 1972 is to be held in October by The 





"Company Taxation: Finance Act 


Institute of Chartered Accountants of 
Scotland. 'T'he courses, which are being 
run by the Post-Qualifying Education 
Department of the Institute, will take 


place in Edinburgh (October 2nd and ` 


3rd), Glasgow (October 4th, sth and 6th), 
Dundee (October 9th) Aberdeen 


(October roth), Perth (October 13th) and 


London (October 16th and 17th). 
'The course, based on the new system 
of company taxation. introduced. under 


the r972 Finance Act, will be a combina- 


tion of closed circuit television presenta- 
tions and structured discussion periods, 
and wil cover the following subjects: 
general introduction and tax credit; 
liability of taxpayers on distributions 
received; payment of tax on distributions; 
treatment of advanced corporation tax 
paid; franked income received, and set- 
off of losses against franked income; 
groups of companies; change of owner- 
ship of company, double tax reliet, and 
changes in the rate of advance corporation 
tax; companies with small profits; ap- 
proved investment trusts, and close 
companies. 


MODERN AUDITING 
DISCUSSION GROUP 
The Modern Auditing Discussion Group 
of London Chartered Accountants begins 
its new season of meetings on "Tuesday, 


October 3rd, at 6 for 6.30 p.m., at 
'Ye Olde Cheshire Cheese, 145 Fleet 


Street, London EC4. The speaker will | 


be Mr Martin Harris, F.C.A., on Problems 


of reviewing other auditors’ papers’. 


The meeting will take the form of a 
supper party, and those wishing to 





e au EEN'S GARDENS, LON DON W2 aan 


REVALUATION OF ASSETS 


WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


e the Thames Valley Society 6 
— © Aecountants and their guests 
an opportunity of dining in 
"Oxford, when 


Excise, will speak on value added tax 






the Society 
dinner is held at Balliol Collegi 

The first lecture in the 
session is to be held on October; 
6.30 p.m., at Reading University, P 
Building, Whiteknights Park, whe 
H. G. Gallagher, of HM Customs 

































answer members” questions. 


THE ACCOUNTANTS’ 
CHRISTIAN FELLOWSHIP 


The new session of monthly meetings for 
Bible reading and prayer will begin on 
Monday, October 2nd. The general 
subject will be ‘Prayer’ in the many forms 
illustrated ` from ` Scripture, and the 
October meetings will review the “The 
Why and the What and the How] 
followed by detailed studies in la 1 
meetings. a 

The City meeting will be at the Churc] 
of St Peter-upon-Cornhill, London EC 
(entrance in Cornhill, near Gracechurel 
Street) at 1 p.m. and will be led. by the 
Vicar, Rev. Alan Cook, mua. Buffet 
lunch will be available (charge 25p) 
during the meeting. 

The parallel meeting in the West End 
has been arranged for the same time at 
the Vicarage of Christ Church, 21 
Down Street, Wi (near Green Park 
Station) and will be led by the Vicar, 
Rev. John Kidd, M.A. Sandwiches can 
be obtained at the shop opposite and 
coffee is provided. | 

























ICA LIST OF MEMBERS 
The Institute of Chartered Accountants 


in England and Wales have advised us 
of a typographical error on page So 


of the 1971-72 List of Members. 

An amended page 80 has been prepared 
and is being included in all oe of 
the List. | 
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- FORD HUDSON (PUBLISHERS) 


income tax surtax corporation tax capital gains tax estate duty 
| value added tax foreign tax exchange control ancillary matters 


TAX NOTES 


1972-73 


Consultant Editor: Peter Olley, A.C.A. 
EDITOR: Leslie Livens, A.T.I.I. 





TAX NOTES 1972-73 is your permanent reference work of taxation developments. 


TAX NOTES can be used to update your knowledge and your textbooks. No other work is available that | 
presents a monthly, cumulative indexing system to make location of information months later as easy a. . | 

. task as locating the most recent information. | 
| 

| 

| 


Tax Cases, Bills, Acts, Statutory Instruments, Command Papers, Official Releases and Publications, 
Parliamentary Debates, Foreign Tax Developments, Exchange Control and Reviews are all covered by 
TAX NOTES' Monthly Information Services. 


You will be kept informed of Value Added Tax developments, Double Taxation changes, the continuation 
` of the U.K. tax reform programme, as well as all of the day-to-day changes in tax law and practice. 

Your annual subscription of £7:50 covers: | | 

@ All monthly issues of TAX NOTES covering tax developments from April 1972 through March 1973. 

@ A handsome, blue binder to contain the monthly i issues. 

@ A Finance Act 1972 booklet. 

@ Special data releases that present at-a-glance information. 

@ A back-up information expansion service. 

@ 1973 Budget résumé. 


@ Membership of TAX NOTES’ Discount Scheme to provide subscribers with important. tax PORE 
tions at specially negotiated discounts. 


In the short period it has been available TAX NOTES has proved its worth to our subscribers and has 
become an indispensable aid in busy offices where time really is in short supply. Not only does it keep 
you informed of past events; you also have the satisfaction of knowing that nothing of importance that 
arises in the future will escape your attention. 


* The Finance Act booklet is also available to non- -subscribers at £1-50. Additional copies to subscribers 
cost £7-25. š . 


To: FORD HUDSON (PUBLISHERS) LTD 
22 Hans Place, London SW1X 0EP 





* Please supply ......................... copies of TAX NOTES FINANCE ACT 1972 BOOKLET for which I 
enclose E | | 
* Please include my name on your list of subscribers for TAX NOTES 1972-73, | enclose f ............... for 


pu ua... SUbscriptions at £7-50 each. 
(Block Capitals Please) 
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Profesoro c t f : * Please delete as necessary. 
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“Ou are invited to be an A.C.T. by appiying NOW| +, 


OBJECTS. The College of Taxation specializes in teaching tax. lt publishes and presents updated 





courses. It aims at assisting all those REESEN concerned'in learning, teaching and practising THE RECORD. Does The College succeed? YOU ARE THE JUDGES! THESE 
taxation. “ARE YOUR DECISIONS BASED ON A FAIR TRIAL... “TEN TIMES BETTER 
MEMBERSHIP. Applications are now invited for-1973 membership whereby for an annual fee ~ THAN ANY OTHER COURSE ... WHOLLY WORTH WHILE . . . REALLY 
of £27.50 (payable by 6 monthly instalments'of £5, if required) an individual reccives:- EXCELLENT COURSE... I PASSED... . | WAS SUCCESSFUL IN A.T.l.l. .. 
@ Associate membership of The College of Taxation including the right to use the designatorys> NO NEED TO READ ANY OTHER BOOK ON TAXATION ... YOUR LECTURES 
letters A.C.T. -— DEAL WITH TAXATION RIGHT FROM THE BEGINNING . . . HOW NICE 
O One copy of 20 lecture self-study course (Ref. SS.1) on Income Tax, Surtax, Capital Gains - - TO FIND A COURSE WHICH WELL COVERS A DIFFICULT SUBJECT 
and Corpn. Tax. Updated for 1972-73. (Non-members fee £25.) - BUT WHICH INCLUDES A SENSE OF HUMOUR!” And many, many more recent ` 
@ One copy of IO lecture self-study course (Ref. SS.2) on Exeeutorintp and Estate Duty. ` ‘.tributes on taxation (NOT book-keeping or general knowledge) where we are' 
“Updated for 1972-73. (Non-members fee £12.50.) clearly YOUR FIRST CHOICE. Week after week, month after month, you 
@ Such further publications as The College decides. In particular macertal on Value Added ¿have been told about C.O.T. courses. Honestly presented and honestly better. 
Tax. This could be an outside publication or our own material. . p Now it is time for action! 
@ Free Query Service on course material. I j . THE RECORD SPEAKS FOR ITSELF. It is a fantastic tune made possible by specializing In taxation 
© Optional extras at special prices. (Please see below.) - > i and having MARVELLOUS MEMBERS—young & old, quallficd & unqualified; male & female, at home 
Courses should be available at end of January, 1973—with 'SS.[ out Sage firm dates cannot _, & overseas! This Is where you come In.-Please understand that our mainstay is MARVELLOUS members 
be given. Updating comprehensive material and producing for an increasing membership can easily ` who are with us year after year, constructively criticizing, making suggestions for improvement, rewriting 
cause a variance of one month, Cassettes follow courses. Selective membership is not available. Š sections: and making appreciative noises. They know that we update every year. That is why they are with 


Members must study the tax areas-indicated> The right to refuse membership is expressly - us every year. We are in this thing together, on a continuing basis, and we have a lot of fun. 


reserved. . Yes, TAX IS FUN-IN THE COLLEGE OF TAXATION but you should only apply if you ` 
\ EXAMINATIONS. The College teaches for taxation examinations of other professional are seriously interested because Y admitted—and admission is NOT automatic—you will be 
bodies but does not itself examine. As and when it starts examining, it will—inter alia— expected to remain with us year after year. Apart from an interest in taxation, no formal’ 


educational requirements ore necessary. Will tt be worth It? Your time is valuable, You want 
courses with flowing outlines, punctuated by essential detail, illustrated by numerous examples .^ 
and with practical value. Your courses are here; The Maly updated no text-books-required self- 
study courses comprise verbatim notes of lectures in an informa!, chatty, style. They are the 
result of painstaking research, tried and tested In lecture halls and so revolutionary that 
even Revenue people enrol with us. They are loose-leaf and foolscap. Each course is sent to 

you In entirety, not lesson by lesson. Thus you have fully indexed courses to dip into or master * | 
as you'please and when you, please. You will-enjoy them! 


require periodic re-examlnations.: Continued membership will then depend upon a 
continuing interest and ability in taxation. Although the College insists upon members 
observing professional etiquette, its prime function Ís to traln and retrain its members. 
It Is this helpful approach which undoubtedly attracts other qualified persons to support 
The College. Over 50 per cent of our members are highly qualifled professionals. £27.50 
p.a., tax material to study, and a contingent liability to face examinations does notattract 
those who merely want letters after thelr name. Our members EE recognition dne 
they get it. 


' nd enjoy UPDATI 


CONTENTS. FULLY UP-DATED FOR 1972-73., 


SSI. INCOME TAX, SURTAX, CAPITAL GAINS TAX AND CORPO- 
RATION TAX. (Non-members and late members fee 125.). 

I. Administration. Personal Allowances and Reliefs. Interest and Charges. 
2. Sch. D. Cases land II. Adjustment of Profits. 

3. Basis of Assest. Commencement and Cessation. Change of Accounting 

Date. . 

4. Capital Allowances. 5. Capital Allowances (Ctd.). 6. Losses. 

7, Partnership. Separate Assest. 8. Sch. B, C, D. Cases III; IV and V. 

9. Sch. D. Case VI. Sch. A. 10. Sch. E. Surtax. Special Charge. 

|I. C.G.T. Introduction. Exemptions and Reliefs. ` 

12. C.G.T. Exemptions and Reliefs (Ctd.). 

13. C.G.T. Companies. Husband and Wife. Wasting Assets. Options. 

14, C.G.T. Quoted Securities. Takeovers. Bonus and Rights. 

15. Corpn. Tax. Principles. Income and-Charges. 

16. Corpn. Tax, Losses and Group Relief. 

17. Corpn. Tax. Sch. F. Including accounts treatment. 

18. Corpn. Tax. Close Companies. Amalgamations and Liquidations. 

(9. Double Taxation Relief. Relief for Non-Residents. Trusts. 
20. Discovery. Negligence. Fraud. Back Duty. 


SS2. EXECUTORSHIP AND ESTATE.DUTY. (Non-members and late, 


members fee £12.50). 1. The Will and Personal Representatives. 
7 2. Estate Duty. 3, Estate Duty (Ctd.). 

4. Estate Duty (Ctd.). 

5: Legacies. Distribution of Estate. 

6. Intestacy. Advancement and Hotchpot. 

7. Statutory Apportionment.’ Writing-up 

Problems. 
iy 8. Equitable Apportionment. ` 
/ 9: Trusts and“Trustees. Me Trustees. 

















Ge? MAINS AND BATTERY CASSETTE RECORDER/PLAY BACK 


"Built to superb specification necessary for 
Intensive home, office of study use. This 
machine comes from famous makers with 
vthom we have struck a deal for Members.’ ` i3 - 
AND WHAT A DEAL! Built-In mains unit," P past. 
auto-level recorder, piano-key controls & ; 
remote mike. Designs vary slightly. " or£5: “50 dep. A 6 months 
Includes batteries, FREE CASSETTE & 12 at £2.80 (total £22.30) 
MONTHS GUARANTEE. add 50p P&P toall orders 
LECTURES ON C.90 LOW NOISE PRE-RECORDED CASSETTES 
Listen & learn. Take you through'your College notes briskly & efficiently. 
Slap. in a cassette and away you gol It's live. Stop, start and replay difficuic 
parts, Use Query Service when YOU like. Look at playing timel Look at fee! 
Elsewhere would be AT LEAST TREBLE if obtainable, Incredible value, Ideal 
training. You lucky people! SS.| on twenty C.90s (playing appx. 30hrs.) £50* 
or £25 dep.* & 6 mos. at £5 (total £55). SS.2 on ten C.90s (playing appx. 
» I5hrs.) £25" or £12.50 dep.* & 3 mos. at £5 (total £27.50). UPDATING: You 
supply C.90s. We charge ONE HALE ot above fees, plus P & P SOp.* 
THE IMPOSSIBLE DREAM! HIRE A QUALIFIED LECTURER FOR £1:25 PER DAY! 
THE SENSATION OF 1973 when, as experiment, hire replaces personal 
attendance. Now you can HIRE top quality lectures when and where you Iike— 
on cassettes—AT FEES WHICH DEFY ALL COMPETITION. Sets of 10 lectures 
(total playing time appx. 15 hrs.—repeat—15 hrs.) cost £12.50 plus SOp P and 
P fòr rental period of 10 days plus 4 extra days postal time. Additional periods . 
£5 per week. Sets are SS.| Lees. 1-10, 11-20, 55.2-Lecs. 1-10. BOOK EARLY ! 
> à Hire of playback machine costs £5 for rental perlod plus £1 p.wk. for additionals. 


ALL TO HELP YOU! 


+7 T day refund guarantee! Se 


Courses provide sound basic tuition for PRACTITIONERS and STUDENTS. Candidates for 
examinations of the following professional bodies should find the courses extremely helpful:- 
@ The Institute of Taxation (intermediate and Final of the Associateship examination) @ The 
Institute of Chartered Accountants In England & Wales @. The Institute of Chartered Accountants 
of Scotland @ The Association of Certified Accountants @. The Institute of Cost and Management 
Accountants @ The Institute of Chartered Secretaries and Administrators @ The Law Society 
@ The Council of Legal Education (i.e. The Bar) @ The Institute of Bankers @ The Association 
of International Accountants @ The Institute of Municipal Treasurers and Accountants, 






Recommended 
éi £32! 






















































To:— THE COLLEGE OF TAXATION, 21 OAKBURY ROAD, LONDON SW6 2NN + 


: FOR COLLEGE USE ONLY 
Date application received.......... Cash/Credit EE ENT 
Decision IN/OUT.......: ;Notified........ SS.f sent........ 


l apply to enrol and agree to abide by.College rulings. | agree to pay the 1973 subscription as follows:-. 
yrs delete A or B.). 

, (Cash subscription £27.50) 1 enclose £5.00 deposit and agree to pay the balance of £22.50 on or 

before [st January, 1973. 

"(Credit subscription £30.00.) T-enclose £5.00 deposit and agree to pay the balance by 5 monthly, 

pàyments of.£5.00 on 28th of each month, starting in January, 1973, under a Banker's Order 

and Guarantor being a U.K. resident householder. f 
REFUND GUARANTEE (U.K. ONLY). I understand that Course SS.| will be the first-out in 1973. 
A can examine that course for 7 days. If Immedlately thereafter | return it undamaged and insured’ 
with my Letter of Admission, you will refund my fee In full and I will NOT be a 1973 member of ` 
The College. 























POST @ Application forms must be fully and truthfully completed to be valid. 
d @ Courses will not be sent until A are fully paid or B have signed Bankers 
TO DAY I @ Please do not ask for other terms. There are none. [ Orders. 
@ Overseas postage is extra. Let us quote you. 






















RECOMMENDATIONS FROM NEAR, FAR AND “TOP DOG” i e 
Ak BRIGHTON, Sussex. "71 met on Friday last a Mr. X, FCA who swore his life away In favour cf your `" 


course In taxation. Mr. X is principal of the firm of Chartered Accountants who audit the accounts 
OPTIONAL EXTRAS. (Order form will follow.) Please reservet- of a group of companies of which my father is the Secretary.” 


f Cassette machine J Í Cassette purchase J Í Cassette hire D * CHICAGO, U.S.A. "I have been recommended to you by one of your enthusiastic fans. | need to 
SIGNED............... MAMA sees take a course in English taxation and in a hurry! Therefore please find a cheque enclosed." 

Ae WELL-KNOWN ACCOUNTANCY COLLEGE (Actually, Top Dog in Private Sector). Mr. C.D. (Principal) 
ADDRESS....,................ EE EE ad “Home Telar; o sss ons s of XYZ (Well-known college] has suggested that you can provide the best course of study.'* ` 
dic I — naaa +. e we Office Tel. .......... .. I 

ZR ene p aie ka wawatapas a pers s sewa usss ss qasqa Enployer nn 

. Existing Drees (if any) SR ide EE +... Dates obtained ........ 
Date and description of any proposed examination........... E See ea ANEREN 


"Occupation. . «e. sss sassa ascensa a wasa How long so occšupied.,,......,..... 


; > A.C.T. APPLICATION FORM WORTH £10 00 E 
VALID lide T a RECEIVED Géi d DECEMBER 1972 ` 


e 


— = i T 


WE TAKE THIS OPPORTUNITY OF.THANKING OUR VERY 
MANY PROFESSIONAL FRIENDS FOR THEIR ENCOURAGEMENT 


AND SUPPORT. 









. Retain for YOUR use (I.e. Postal strays) 
Date A.C.T. application sent, EE 
If not acknowledged within 7 days, WRITE to College of Taxation, 
21, Oakbury Road, London, 5W6 2NN. Tel. 01-736 8389. 






"- 
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A. -. en 
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